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EXECUTIVE SUMMARY
Purpose of theCharter SchoolStudy

Scope of Study

The rapid increase in the number of charter schools opening inthe state and the associated state costs prompted the UtahLegislature to impose a cap on new schools pending thecompletion of a charter school study. S.B. 5, "Amendments to theMinimum School Program Budget," enacted in the 2006 GeneralSession, directs the Office of Legislative Research and GeneralCounsel and the Office of the Legislative Fiscal Analyst to jointlyconduct the study under the direction of the ExecutiveAppropriations Committee.The Executive Appropriations Committee developed a set ofquestions to be addressed, and responsibility for researching thequestions was divided among staff of the Office of LegislativeResearch and General Counsel, Office of the Legislative FiscalAnalyst, and the Office of the Legislative Auditor General, whowas engaged in a charter school audit that addressed some of thesame issues as the charter school study. In addition to the work of the legislative staff offices, questions pertaining to technicalassistance and oversight were addressed by the Utah State Office ofEducation, and the Utah Education Policy Center surveyed parentsof charter school students and charter school and school districtofficials. The scope of the entire charter school study is outlined ina document following this Executive Summary.This report includes the research findings of the Office ofLegislative Research and General Counsel, Office of theLegislative Fiscal Analyst, and Utah State Office of Education. TheUtah Education Policy Center's survey results are reported in aseparate document. The questions addressed by the Office of theLegislative Auditor General will be included in the charter schoolaudit report expected to be published in December 2006.The questions addressed in this report, brief summaries of thefindings, and where more detailed information may be obtained arenoted below.   
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Where to Find MoreInformationPages 1-1 to 1-13
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Research Questions and Findings
1. How are charter schools funded in other states?An examination of charter school financing systems in 16states reveals:• Charter schools do not have access to the same level of fundingas other public schools on an ongoing basis.• Charter schools generally have access to the same state andfederal school funds to which school districts have access, butthey have much less access to local revenue sources. • Several states require school districts to share with charterschools local operational revenues generated by discretionarytax levies, but no surveyed states require school districts toshare local capital facilities revenues. • To replace local revenues not available to charter schools,several states provide supplementary state monies for eithercapital facilities or operational purposes. 2. How are the capital facilities needs of charter schoolsaddressed?  To determine how other states address charter school facilityneeds, the Office of Legislative Research and General Counsel:(1) reviewed previous studies on charter school facilityfinancing;(2) examined the facility assistance programs of twelve states;and (3) conducted a survey of charter school facilities in eightstates. The main research findings are as follows:• Most charter schools lease facilities from either private entitiesor school districts. Leases are usually at market rates.• Some charter schools purchase facilities, using a combinationof funding and financing sources.  Banks or private investors
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Pages 4-1 to 4-6

may agree to loan funds.  Charter schools can access taxexempt bonding in some states. In addition, some statesprovide credit enhancement mechanisms to reduce borrowingcosts, such as loan guarantees.• Some states annually provide funds on a per pupil basis forlease, construction, or debt service costs.  Less common formsof state aid are competitive grants and loans.3. How does the use of a local tax replacement formula compareto a local revenue sharing mechanism?In Utah, the difference between using a local tax replacementformula or a local revenue sharing mechanism as a way to providerevenue access to charter schools requires answering the questionof ‘Who pays?’  Under the local tax replacement formula, the stateprovides a per student revenue supplement to charter schools. However, a local revenue sharing mechanism requires the localdistrict to transfer a portion of locally generated property taxrevenue to a charter school when a resident student enrolls.  4. What are the potential benefits and problems with havingschool districts participate in the funding of charter schoolsattended by residents of the district?Requiring school districts to participate in the direct funding ofcharter schools attended by resident students presents severalproblems.  Experience in Utah showed that four problems emergedas a result of local revenue sharing: (1) charter schools weredependent on school districts for a portion of their operatingbudget; (2) per student revenue inequities emerged among thecharter schools; (3) school districts lacked oversight of locallygenerated revenues; and (4) property tax revenues supportedpurposes not directly approved by the taxpayer.  Many of thebenefits associated with school district participation in localrevenue sharing depend on perspectives.  For the state, localrevenue sharing disperses some of the cost to the school districts.5. How does startup funding for a charter school compare to thatof a school district school?A survey of seven charter schools found the average cost ofstarting a charter school is about $2,266 per student using first year
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enrollment numbers for each school. Using the enrollment capacityfor each school the average cost per student for start up costs for acharter school is $1,153.A similar survey of eight recently constructed traditional publicschools revealed an average start up cost per student of  $1,440using first year enrollment numbers. Using the enrollment capacityfor each school the average cost per student for start up costs for apublic school is $986. Despite having facility requirements thatmany charter schools do not have, such as furnishing gyms,cafeterias, and theaters, traditional public schools have a loweraverage start up cost per student.6. How many charter school students transfer back to schooldistrict schools and what is the impact on a school district whenthe transfer occurs during a school year? Have transfers during aschool year increased due to charter schools?The transfer of students between district schools and charterschools, or even from school to school, is difficult to track.  Mostoften only the sending and receiving schools know that a studenttransfer has taken place.  As a result, no comprehensive statewidedata exists that quantifies the number of student transfers occurringin a given year.  In an effort to answer the questions above, the Office of theLegislative Fiscal Analyst conducted an informal poll of fifteendistrict schools regarding transfers in the 2005-06 school year. Thefindings of the informal poll revealed that:• Three schools reported few transfers to charter schools and fiveschools reported transfers of more than 20 students.• Seven schools reported that some students returned to thedistrict school. Returning student numbers range from four orfewer to more than 75.• Some schools reported that there was no noticeable impact onthe schools due to students transferring to or from charterschools. However, the majority reported some impacts -particularly in faculty allocations to schools and class sizes.Counselor time was impacted in secondary schools.   
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Pages 6-1 to 6-13 7. What is the potential liability of the state in regards to charterschool facilities and leases?Charter schools are a relatively new construct with developinglaw. The status of the relationship between charter schools andtheir chartering entities directly affects respective liabilities:• Some states allow charter schools to be established as highlyindependent legal and fiscal entities. • Some states allow charter schools to be constituted as anextension, subdivision, or arm of their chartering entity.• Many state charter school enabling statutes have focused moreon creating operational independence for charter schools thanthey have on clarifying the legal status of the parties to thecharter.The broad legal question that concerns the state and schooldistricts is to what extent are chartering entities responsible for acharter school's facilities and operations? Liability is a broad legalterm that includes all the debts, legal obligations, claims,responsibilities, statutory violations, and duties relating to thefacilities and operations of a charter school.There are several legal theories or tools that may protect thestate or another chartering entity from vicarious liability for thefacilities or operations of a charter school:• designating the school as a local education agency (LEA).• requiring organization as a nonprofit corporation.• providing powers to a charter school that demonstrate its legalindependence.• providing statutory clauses to shield or limit liability.• prohibiting the charter school from extending the faith andcredit of the chartering entity to any third party.• requiring charter schools to obtain insurance.



viii

Pages 6-13 to 6-15
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Pages 8-1 to 8-4

• preserving governmental immunity for charter schools.• using memoranda of understanding.•  require indemnification.Because of the ambiguities surrounding the liability ofchartering entities, there are several areas where Utah's publicpolicy and statutory law should be clarified in legislation.8. Do charter schools meet building, health, and safety codes? Part of the challenge of creating school facilities for charterschools is to generally conform to land use and zoningrequirements, building codes, and health and safety requirements,whether they construct new buildings or make renovations toexisting structures.9. What provisions should be made for the assets and liabilities ofa charter school when a  charter school is terminated?Utah's charter school statutes do not currently specify theprocedures for closing the school, whether the closure of thecharter school is voluntary or because of a charter revocation.    Clear termination procedures should be established before a charterschool, its chartering entity, and the school's creditors are activelyinvolved in a case or controversy.10. What accounts for the cost differences between school districtand charter school buildings?A comparison of two recently constructed elementary schoolsin close proximity to each other, one of which is a charter schooland the other a traditional public school, reveals that the charterschool had lower overall facility costs mainly due to smaller squarefootage and acreage per student and a heating and cooling systemwith lower initial cost.11. What technical assistance to and oversight of charter schools isrequired to assure their viability and success? What monitoringand intervention actions should a charter school authorizer take toassure the financial viability of a charter school?
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The administrative help available to traditional schools throughschool districts is not typically available to charter schools. Charterschools receive some business and technology services through theUtah State Office of Education (USOE), but more services areneeded. To provide sufficient support for charter schools and tohelp ensure charter schools' financial viability, the State Board ofEducation requests the following:• three additional FTEs for the USOE charter school staff,including an auditor, an accountant, and a computer specialist;• the establishment of a charter school service center similar tothe regional service centers that serve rural school districts; and• funds to aid charter schools when creating schools, includingfunds for:- legal advice for lease, construction and other contracts;- accounting and setup costs; and- community outreach programs.
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SCOPE OF THE CHARTER SCHOOL STUDY 
Questions Research Method/EntityPurpose and Nature of Charter Schools1) What are the purposes of charter schools?a) Is current state law specifying the purposes of charter schools toobroad or too restrictive, if so, why and how should it be modified? b) Are charter school authorizers too lenient or too restrictive inawarding charters, if so, why and how should their policies orpractices be modified?c) What are the most important reasons for creating charter schoolsand what reasons are of lesser importance?2) What criteria should a charter school authorizer use to approve or disapprove an application to establish a charter school?3) Should the number of charter schools starting up each year be limited, if so, why and what should be the maximum number of new charter schools annually? 4) Why do parents enroll their children in charter schools, and for what                         reasons do parents withdraw their children from charter schools?5) What role should parents have in the governance of charter schools theirchildren attend?a) Should charter schools be required to include parents on theirgoverning bodies, if so, how many, or what percentage, of thepositions should be filled by parents?b) What should be the governance structure of a charter school withmultiple campuses, i.e., should each campus have a separategoverning body?6) What role should the charter school authorizer have in the governance of acharter school?7) Why are nearly all charter schools in Utah authorized by the State CharterSchool Board rather than a local school board?

Surveys of school districtand charter schooladministrators and boardmembers and parents ofcharter school students, asapplicable, conducted bythe Utah Education PolicyCenter
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xii

a) What changes in state laws or rules may result in local schoolboards authorizing a greater number of charter schools?8) From what state laws or rules regulating public schools should charterschools be exempt, and why should charter schools receive thoseexemptions?9)        For what purposes have existing charter schools been created? Audit, Office of theLegislative AuditorGeneralCharter School Finances and Funding10) What is the financial condition of Utah charter schools?a) What is the amount of revenue received and sources of revenue forboth new and established charter schools?b) How do revenues of charter schools compare to school districtrevenues?c) How do charter school administrative, operation and maintenance,and capital expenditures compare to similar expenditures of schooldistricts?d) How do salary schedules for teachers, directors, and otherpersonnel in charter schools compare to salaries of similaremployees in school districts?

Audit, Office of theLegislative AuditorGeneral

11) How are charter schools funded in other states?a) How are the capital facilities needs of charter schools addressed? Office of LegislativeResearch and GeneralCounsel12) How does the use of a local tax replacement formula compare to a localrevenue sharing mechanism?            a) What are the potential benefits and problems with having school     districts participate in the funding of charter schools attended by residents of the district?
Office of the LegislativeFiscal Analyst

13) How many charter school students transfer back to school district             schools and what is the impact on a school district when the transfer occursduring a school year? Office of the LegislativeFiscal Analyst
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xiii

           a) Have transfers during a school year increased due to charter              schools?14) How does startup funding for a charter school compare to that of a               school district school? Office of the LegislativeFiscal AnalystCharter School Assets and Liabilities15) What is the potential liability of the state in regards to charter schoolfacilities and leases?            a)      Do charter schools meet building, health, and safety codes? 16) What provisions should be made for the assets and liabilities of a charterschool when a  charter school is terminated?17) What accounts for the cost differences between school district and              charter school buildings?

Office of LegislativeResearch and GeneralCounsel

Charter School Compliance with Utah law18)      Are charters schools in compliance with the open and public meeting                       laws?19) Are charter schools in compliance with the procurement code, or incompliance with their own adopted procurement policies?20) Are charter schools teaching the core curriculum?21) Do teachers in charter schools have proper certification to provide               instruction?

Audit, Office of theLegislative AuditorGeneral

Charter School Application Process22) What are the best practices of charter schools to develop a strategic plan in   the initial development phase?23) Does the application, business plan, and financial plan provide sufficientand useful information needed to determine whether a charter school willlikely be successful?24) How does Utah’s application process compare with the charter schoolapplication processes of other states?

Audit, Office of theLegislative AuditorGeneral
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xiv

25)       What standards or criteria should be used to determine the financial                          viability of a charter school startup?Technical Assistance and Oversight26) What technical assistance to and oversight of charter schools is required toassure their viability and success?27)       What monitoring and intervention actions should a charter school                             authorizer take to assure the financial viability of a charter school?

Utah State Office ofEducation 

28) What training do charter school governing board members and                    administrators need to open and operate a charter school? Survey of school districtand charter schooladministrators and boardmembers conducted bythe Utah Education PolicyCenter
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 CHAPTER ONECHARTER SCHOOL FUNDING IN UTAH AND OTHER STATES
Summary

How CharterSchools are Fundedin Utah

The rapid increase in the number of charter schools in Utah andthe associated state costs have prompted a study of how otherstates fund charter schools. This study examines the charter schoolfinancing systems of 16 states, which together have more than 80%of the charter schools in the nation. The major study findings are asfollows:• Charter schools do not have access to the same level of fundingas other public schools on an ongoing basis.• Charter schools generally have access to the same state andfederal school funds to which school district have access, butthey have much less access to local revenue sources. • Several states require school districts to share with charterschools local operational revenues generated by discretionarytax levies, but no surveyed states require school districts toshare local capital facilities revenues. • To replace local revenues not available to charter schools,several states provide supplementary state monies for eithercapital facilities or operational purposes.  
Charter schools in Utah and their supporters have been askingthe Legislature for parity in funding, which means that students incharter schools would receive, or have access to, funding at thesame level as students in other public schools. Under current law,charter schools in Utah have access to state revenues similar toschool districts, except charter schools are not entitled totransportation funds  and do not qualify for monies that supplement1local discretionary tax levies to guarantee a minimum amount ofmoney is generated.  Another difference in state funding between2charter schools and school districts is funding for administrativecosts. Charter schools receive substantially less money foradministrative costs than similarly sized school districts.   3
Also contributing to differences in funding between charterschools and other public schools is charter schools' inability to
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access local tax revenues. Charter schools are not authorized toimpose taxes, and school districts are not obligated to share localrevenues with charter schools. To make up for the lack of local taxrevenues, charter schools receive state monies under a statutoryformula to replace some, but not all, local revenue that is availableto school districts.  For fiscal year 2006-07, the formula yields4$1,142 per pupil.  In addition to the monies provided under the5formula, the Legislature appropriated $7,100,000 in one-timemonies for fiscal year 2006-07 to be distributed to charter schoolsbased upon average daily membership.  The additional6appropriation, along with the $1,142 per pupil allotment, will givecharter schools, at least for the 2006-07 school year, revenuesapproximately equal to average per pupil local tax revenues.     Federal funds have helped close the funding gap betweencharter schools and other public schools, but the money is notavailable to charter schools on an ongoing basis. The state receivesa grant from the federal government for charter schools' startupcosts. The grants are awarded on a competitive basis and areavailable for the first three years of a charter school's operations.With the large number of schools opening the past few years, theamount of federal startup funds per school has been reduced. Tosupplement the federal startup funds, the Legislature appropriated$2,800,000 in state monies on a one-time basis in fiscal year 2005-06  and $4,100,000 in fiscal year 2006-07.  Of the state startup7 8monies appropriated in fiscal year 2006-07, $2,100,000 is targetedfor three high-tech charter high schools.  9
Utah is also the recipient of a $8,904,245 five-year grant fromthe federal government for charter schools facilities aid. Themoney is distributed on a per pupil basis to all charter schools. Inthe 2005-06 school year the aid amounted to $196 per student.10
Due to the significant and rapid increase in state costs to helppay for charter school startup costs and to replace local revenuesnot available to charter schools, the Legislature requested a studyof charter school funding in other states. 
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A Recent StudyShows CharterSchools AreUnderfundedRelative to OtherSchools 
A review of the literature on charter school financing revealedthat the most recent and comprehensive study comparing charterschool and school district financing was published in August 2005by the Thomas B. Fordham Institute. The study, "Charter SchoolFunding: Inequity's Next Frontier," examined the sources andamounts of funding for charter schools and school districts in 16states and the District of Columbia. The primary findings of theFordham study were:• overall, charter schools are significantly underfunded relativeto district schools;• discrepancies are larger in most big urban school districts;• the primary driver of the district-charter gaps is charter schools'lack of access to local and capital funding; and• data to make comparisons between charter and district fundingare often not readily available.  11
According to the Fordham study, only two states, Minnesotaand New Mexico, approached parity in per pupil revenues betweencharter schools and school districts. The other 14 states and theDistrict of Columbia had disparities ranging from 5.5% to 39.5%less than school district funding levels.  12
The Fordham study findings were based on data from the 2002-03 school year. For the purpose of this study, the current state lawsand policies on charter schools for each of the 16 states in theFordham study were examined. As shown in Table 1, the 16 statesinvestigated have more than 80% of the charter schools and charterschool students in the United States. 
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Sources of Fundingfor Charter Schools

Charter schools haveaccess to base levelfunding through jointstate and local schoolfinancing programs

Table 1 13

The major sources of funding for school districts and charterschools are state, local, and federal funds. Private funds aregenerally a minor source of funding for school districts but can besignificant for some charter schools. The Fordham study found that15% of funding for charter schools in Illinois came from sourcesother than federal, state, and local monies.14
Each state creates funding formulas which determine theamount of money the state and school districts contribute tofunding public schools. The state contribution to school funding isdesigned in part to equalize the variation in the funding capabilityof school districts. The funding formulas typically establish a baselevel amount of funding per student either statewide or for eachschool district that is weighted based on the cost of educating thestudent. In Utah, the base level amount of funding per student isknown as the value of the weighted pupil unit. Other state fundingformulas provide a certain amount of money per staff position. Afew states simply allocate funds to school districts based on whatwas received in the previous year plus an inflation factor.  15
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Charter schools mayreceive state andfederal categoricalfunds if they meeteligibilityrequirements

Charter schoolsgenerally do not havefull access to localoperations funds

The joint state and local school financing programs providebase level funding for school districts' operations, althoughallocations for capital outlay are included in some state fundingformulas. Most of the money received under a joint state and localschool financing program is unrestricted; that is, school districtsare free to spend the money for any operational purpose. Charter schools generally have full access to funding throughthe joint state and local school financing programs. The fundingmay be based on:(1) the characteristics of the students in the charter school;(2) average per pupil funding in the school district thatauthorized the charter school;(3) average per-pupil funding in the school district in which thecharter school is located; or(4) or average per-pupil funding statewide.  In addition to the unrestricted funds, states provide categoricalfunds for which spending is restricted to certain programs. Schooldistricts may receive categorical funds if they meet eligibilityrequirements for the program. Categorical funds provided by thestate of Utah include funding for educator professionaldevelopment and gifted and talented students. The federalgovernment also provides categorical funds, such as Title 1 monieswhich are restricted to children from low income families.Charter schools may receive state and federal categorical fundsif they meet eligibility requirements. If a charter school isconsidered an LEA (local education agency), it may apply forfederal and state categorical funds directly from the state educationoffice. Otherwise, it receives categorical funds through itsauthorizer.State laws authorize school districts, counties, or cities toimpose tax levies for public school operations. Some localrevenues constitute the school district's local contribution to thejoint state and local school financing program. Typically, however,local entities are permitted to generate tax revenue for schooldistrict operations in excess of the local contribution to the jointstate and local school financing program. In Utah, school districtsimpose the basic levy, the revenues from which are the schooldistrict's contribution to the basic program.  In addition to the16
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Several states requiresharing ofdiscretionary orsupplementaloperational revenues

basic levy, school districts in Utah may impose the voted or boardleeway and several other levies specifically authorized in statute toraise additional funds for operations.17
Most states do not require school districts to share with charterschools local operational revenues in excess of the localcontribution to the joint state and local school financing program.The exceptions include Florida , Georgia , Missouri , and North18 19 20Carolina  whose state laws specify that schools districts are21required to share with charter schools discretionary orsupplemental tax levies. Additionally, in two states, SouthCarolina  and New York , charter school funding is based on a22 23school district's per pupil general fund revenues or operatingexpenses which presumably include most local tax revenues foroperations.The required sharing of discretionary or supplemental localoperational revenues is not necessarily limited to charter schoolsauthorized by school districts. In Missouri , North Carolina , and24 25New York , charter schools may be authorized by entities other26than school districts, and all charter schools are entitled to receivediscretionary or supplemental local operational revenues from theirstudents' resident districts. However, that is not the case in SouthCarolina, where only charter schools authorized by local schoolboards are entitled to funding based on district per pupil generalfund revenues.  27
A brief description of state requirements to share discretionaryor supplemental local operational revenues follows:• Florida law provides that "the basis for the agreement forfunding students enrolled in a charter school shall be the sumof the school district's operating funds from the FloridaEducation Finance Program....including gross state and localfunds, discretionary lottery funds, and funds from the schooldistrict's current operating discretionary millage levy..."28

• According to Georgia law, "...local revenue shall be allocatedto a local charter school on the same basis as for any localschool in the local school system."  Local revenue is defined29as "local taxes budgeted for school purposes in excess of thelocal five mill share...and...investment earnings, unrestricteddonations, and the sale of surplus property; but exclusive of
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revenue from bonds issued for capital projects, revenue to paydebt service on such bonds, local option sales tax for capitalprojects, and budgeted revenue to pay food service programcosts."  30
• Missouri law requires school districts to pay to a charter schoolhaving one or more resident pupils "...local tax revenues perweighted average daily attendance from the incidental andteachers' funds in excess of the performance levy ..."31

Kansas City School District has challenged the law allowingcharter schools to receive a full share of per pupil operationsfunds. It claims the state has violated a settlement agreement ina federal desegregation case. The district had been withholdingabout $800 per student per year to pay off federal court-orderedbonds to improve schools.  32
• In North Carolina, a school district must transfer to a charterschool for each resident student attending the charter school anamount equal to per pupil local current expense, includingrevenue appropriated by the county for operations,supplemental school taxes for current expense, and fines andforfeitures. Supplemental school taxes may only be distributed,however, to charter schools located within the school district.  33
• South Carolina has different funding schemes for charterschools authorized by local school boards and those authorizedby the South Carolina Charter Public School District whichwas created to authorize charter schools statewide. Localschool board-authorized charter schools receive per pupilrevenues based on the district's per pupil general fund revenues.Charter schools authorized by the South Carolina CharterPublic School District receive "...the current year's base studentcost, as funded by the General Assembly, multiplied by theweighted students enrolled in the charter school..."34
• In New York, a school district is required to pay to a charterschool for each resident pupil the approved operating expenseper pupil of the public school district.  35
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No states requiresharing of localcapital facilitiesrevenues

Some states providesupplemental staterevenues 

None of the states surveyed require school districts to distributelocal capital facilities funds to charter schools; although, NewMexico  and Colorado law specifically permit the sharing of36capital facilities revenues. School districts in Colorado may includecharter schools' capital construction needs in a ballot question tothe voters of the district for approval of bonded indebtedness.Similarly, a ballot question for approval of a special mill levy forcapital construction of charter schools may be submitted to thevoters of a school district.37
    To make up for the lack of locally generated revenues, somestates provide supplemental state revenues to charter schools. Fiveof the 16 states surveyed provide state funds to charter schools forcapital facilities. Texas provides state funds to replace certain localdiscretionary operational revenues. Arizona law specifies anamount of additional assistance to be awarded to each charterschool student, but the statute neither indicates the purpose of theallotment nor how it is calculated.A brief description of the supplemental state revenues provided tocharter schools follows:• California has a loan program and two grant programs to assistcharter schools in paying for capital facilities.- The Charter School Revolving Loan Program providesloans up to $250,000 per school that must be repaid withinfive years.38

- The Charter School Facilities Program is funded fromproceeds of two state bond measures. A charter school mayapply for a grant for up to 50% of project costs and mayrepay the remaining 50% by making long term leasepayments.39
- The Charter School Facility Grant Program reimbursescharter schools serving a high proportion of low incomestudents for lease expenses. The funding is awarded on aper pupil basis in the amount of up to $750 per unit ofaverage daily attendance.40

• The Colorado legislation annually appropriates money forcharter schools' capital facilities needs.  In fiscal year 2005-0641
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the distribution to charter schools amounted to an average of$145 per pupil.  Due to a funding increase in fiscal year 2006-4207, charter schools are projected to receive $220 per pupil.  43
• Florida provides a per pupil allocation of money for capitaloutlay purposes to charter schools that have been in operationfor at least three years. The per pupil amount is up to one-fifteenth the cost per student station for an elementary school,middle school, or high school as specified in statute.  In the442005-06 school year, the per pupil allocation amounted to $374for an elementary school student, $429 for a middle schoolstudent, and $568 for a high school student.  45
• Minnesota law allows charter schools to apply for buildinglease aid when a charter school has insufficient operatingcapital revenue. The lease aid amounts to the lesser of 90percent of the per pupil approved leasing costs or $1,500 perpupil for certain older schools and $1,200 for newer schools.46
• Charter schools in New Mexico may apply for grants to makelease payments. The amount of a grant may not exceed theactual lease costs or $600 times the average full-timeequivalent enrollment using the leased space.  47
• Similar to Utah's voted and board levy programs, Texas schooldistricts may impose tax levies to generate operational revenuesin excess of the basic program and the state guarantees thateach penny of discretionary tax effort up to a certain amountyields a certain amount per student in average daily attendance.In Texas, each charter school authorized by the State Board ofEducation receives from the state the  guaranteed yield perstudent in average daily attendance associated with themaximum tax rate in the guarantee program.  48
• In Arizona, charter schools authorized by the State Board ofEducation or State Board for Charter Schools receive additionalassistance over the base support level. State statute specifiesthat the amount of the additional assistance is $1,387 perstudent in kindergarten through grade eight and $1,617 perstudent in grades nine through twelve.49
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Obstacles to Sharingof Local CapitalFacilities Revenues An examination of state laws comparing school district andcharter school funding show that charter schools do not haveaccess to the same level of funding as other public schools on anongoing basis. The differences in per pupil spending of charterschools and school districts identified by the Fordham study alsoindicate that charter schools have less access to funds than schooldistricts.Whereas some states have attempted to equalize access tooperations funding by requiring operations dollars to follow thestudent, this concept has not extended to capital facilities dollars.There may be legal or practical obstacles, or both, to requiringschool districts to send capital facilities monies to charter schoolsfor each charter school student residing within the school district'sboundaries. A local school board may have pledged certain taxrevenues to pay bonded indebtedness. Any diversion of thoserevenues might result in a default on bond payments. Furthermore,school districts are undoubtedly less able to make adjustments incapital facilities budgets than operations budgets in response todeclining enrollment.To provide for the capital facilities needs of charter schools,states have either given state monies to charter schools orencouraged school districts to make space for them. The nextsection of this report will discuss in greater depth how charterschools' capital facilities needs are being addressed. 
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CHAPTER TWOSECURING CHARTER SCHOOL FACILITIES
Summary

Charter SchoolsFace Difficulties inSecuring FacilityFunding

Acquiring a facility is one of the most challenging tasks inopening a charter school.  Because charter schools do not haveauthority to levy a property tax and often have little or no financialhistory, they frequently experience difficulty in obtaining facilityfunding.  To determine how other states address charter schoolfacility needs, the Office of Legislative Research and GeneralCounsel:(1) reviewed previous studies on charter school facilityfinancing;(2) examined the facility assistance programs of twelve states;and (3) conducted a survey of charter school facilities in eightstates. The main research findings are as follows:• Most charter schools lease facilities from either private entitiesor school districts. Leases are usually at market rates.• Some charter schools purchase facilities, using a combinationof funding and financing sources.  Banks or private investorsmay agree to loan funds.  Charter schools can access taxexempt bonding in some states. In addition, some statesprovide credit enhancement mechanisms to reduce borrowingcosts, such as loan guarantees,.• Some states annually provide funds on a per pupil basis forlease, construction, or debt service costs.  Less common formsof state aid are competitive grants and loans.Nationwide, charter schools receive funds from the state, thelocal school district, or both.  However, funding formulas generallyexclude capital expenses, so many charter schools must divertfunds from instruction to secure their physical location.  Charter schools also face challenges in accessing institutionalor private financial markets.  Newly established charter schoolsfrequently lack a credit history, often have cash flow issuesinitially, and rarely have administrators trained in business.  In
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Facility FinancingMechanisms
Most charter schoolslease facilities 
Charter schools mayobtain loans directlyfrom a lender or aloan pool created byone or more financialbackers 

Some facilities arefinanced with tax exempt revenue bondssecured with per pupilfunding

addition, few states grant charters for more than five years.  Thesefactors cause most lenders to view charter schools as poor financialrisks.The four major mechanisms used to finance charter schools’facilities projects include (1) leases, (2) loans, (3) bonds, and (4)credit enhancement.Most charter schools lease facilities, under which a charterschool utilizes a facility for a set period of time.  Some leaseagreements include a lease-purchase arrangement, which generallyallows the school to apply lease payments toward the eventualfacility purchase. 1
Some charter schools have utilized direct loans and loan poolsto finance a facility purchase.  Direct loans are a contract between alender and the school, usually secured by the building itself.  If acharter school defaults on the direct loan, the lender bears the costand takes ownership of the property.  A loan pool is a fund createdby one or more financial backers, such as a bank, governmentalentity, private foundation, or other financial institutions.  With arevolving loan pool, loan repayments provide funds to loan to othercharter schools.  If a charter school defaults, the pool absorbs thecosts, which reduces the amount of funds available for othercharter school borrowers.2
In many states, charter schools have the authority to issuebonds, or to have bonds  issued on their behalf through a conduitbond issuer.  Tax-exempt bonds usually come with lower interestexpenses and are preferable financing tools for charter schools.  These bonds are generally revenue bonds with per pupil funding asthe main revenue stream.3
Two federal bond programs, Qualified Zone Academy Bonds(QZABs) and Qualified Public Education Facility Bonds (QPEFs),offer a potential financing option for charter schools.  The QZABprogram assists with the renovation and repair of public schoolfacilities in low income school districts.  However, many stateshave yet to designate any of their allotment of QZAB funds forcharter schools.  The QPEF Program facilitates the issuance of tax-exempt private activity bonds.  However, individual states mustpass legislation establishing charter schools as eligible recipients.   4
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Credit enhancementmechanisms facilitateaccess to financingand reduce borrowingcosts

National FundingPicture
Few charters schoolshave free or nearlyfree use of facilities
Financingarrangements areoftentimesburdensome

Credit enhancement mechanisms facilitate access to financingand may reduce borrowing costs. They include loan guarantees,district guarantees, debt service reserves, and letters of credit. Loan guarantees require a guarantor who is willing to pay thescheduled interest in the event that the charter school defaults.  Adistrict guarantee is a loan guarantee made by the school district,usually used in the case of new construction.  Should the charterschool default, the district assumes the balance of the outstandingloan.  A debt service reserve is a fund, typically equal to one yearof principal and interest, set aside in case the charter school doesnot meet its payments.  A letter of credit is generally granted by athird party guarantor and given to a financial institution asadditional security on a loan.5

The most thorough study of charter school facilities and financearrangements was completed in 2001 by Charter Friends NationalNetwork (CFNN) and Ksixteen.  At that time, 73% of surveyed charter schools reported leasearrangements while about 19% owned their own building.   Only613% of the surveyed schools reported use of free facilities orfacilities for which they paid only token amounts.   More than 36%7of participating schools reported sharing space with otherorganizations.8
Even when a charter school secures funding and financing for afacility, the arrangements can be burdensome.  The CFNN andKsixteen study found that charter schools commonly took four tosix months to obtain facility financing and that almost ten percentof charter schools took more than eighteen months to securefinancing.  9
The study also found that, although most financial advisorsrecommend that charter schools limit their debt service paymentsto 12-15% of their total operating funds, nearly a third of charterschools spend 15% or more of their annual funding on facilitiesand ten percent spend 20% or more.   A study by the Institute for10Education and Social Policy at New York University found thatsurveyed schools typically spent 20-25% of their revenue to repayloans and bonds.11
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State facilitiesfinancing programsinclude per pupilfunding allotments,grants, and loans

Charter SchoolFacilities FundingPractices of 12 States

Charter schoolstypically may accesstax exempt bondingthrough conduitissuers

In May 2005, the Educational Facilities Financing Center of theLocal Initiatives Support Corporation reported on state facility andfinance programs available to charter schools.  The most commontype of facilities funding and financing assistance available tocharter schools is simply granting charter schools permission tolease district facilities, with half of the surveyed states allowingcharter schools to lease district facilities.  Programs involvingconduit issuers for tax exempt bonds are the next most commontype of assistance available.   Specific per pupil funding allotmentsfor facilities and state level grant programs are equally common. Seven states have authorized each type of program.  However, onlythree states have implemented and funded grant programs forcharter school facilities.  Credit enhancement programs exist infour states.  Loan programs have been authorized in only threestates, making loan programs the least common form of stateassistance available to charter schools.12

This section provides general examples of the major types offacilities finance assistance programs in use across the country,culled from twelve states (Arizona, California, Colorado, Florida,Michigan, Minnesota, New York, North Carolina, Ohio,Pennsylvania, Texas, and Wisconsin) with the highest numbers ofactive charter schools in the nation.  Together these states accountfor more than 70% of charter schools and more than 80% of charterschool students in the nation.
• In Colorado, the Educational and Cultural Facility Authority(ECFA) may issue revenue bonds on behalf of charter schools. Additionally, Colorado law requires school districts to invitecharter schools to discuss their capital construction needs priorto submitting a bond request to the voters for facilities funding. However, districts are not required to include the charterschools as part of their bond requests or bond issues.13
• In New York, charter schools are considered public agents thatare eligible to obtain tax-exempt financing.  14
• Several other states  provide charter schools with access to taxexempt debt through conduit issuers.  Arizona,  California, 15Florida,  Michigan, Minnesota, North Carolina,  and Texas16 17
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Mechanisms to reducefacilities costs includea debt reserve fund,loan guarantees, andan exemption from advalorem taxes

Some states requireschool districts toprovide surplus spaceto charter schools

are among these states.
• Colorado has established a charter school debt reserve fund,which enhances eligible charter schools’ ability to borrowfunds at favorable rates.  18
• Florida provides an exemption from ad valorem taxes forfacilities, or portions of facilities, used to house charterschools.19
• In Ohio, the Facilities Loan Guarantee Program authorizes theOhio School Facilities Commission to guarantee up to 85% ofthe principal and interest on a loan made to the governingauthority of a charter school.  The guarantee can last for aperiod of fifteen years.  20

• California passed Proposition 39, which requires schooldistricts to provide charter schools meeting certain minimumenrollment criteria with “facilities sufficient to accommodatethe charter school’s needs.”   To comply with the law, schools21need only provide existing district facilities to charter schoolssufficient to accommodate in-district students attending thecharter school in a manner reasonably equivalent to students inthe district-run schools.22
• Colorado school districts must provide surplus space to charterschools, free of charge.  However,  districts can charge charterschools for the operation and maintenance costs.23
• If requested by the charter school, local school boards in NorthCarolina must lease any available building or land to a charterschool within its district unless the board can demonstrate thatit is not feasible.  School boards are permitted to providecharter schools with facilities free of charge, but in such cases,the charter school is responsible for the maintenance of andinsurance for the school facility.  24
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In a few states, acharter school mayapply for a state grantor loan

Several statesannually allocatefunds on a per-pupilbasis

• California operates two grant programs for charter schoolfacilities funding:- California’s Charter School Revolving Loan Program(CSRLP) provides funds for leasing facilities, makingimprovements to facilities, purchasing instruction materials andequipment, and expanding programs.  Eligible charter schools canborrow up to $250,000, which must be repaid within five years atan interest rate that is typically three to five percentage pointsbelow the market rate for a similar loan from a private lender.- California’s Charter School Facilities Program (CSFP)provides funds for new construction or for renovation.  Halfof the costs of a particular project are funded as a grant; thecharter school is responsible for repaying the other halfeither through a lump sum payment or through a long-termlease agreement.  Ownership of the project belongs to theschool district in which the project is located.   25
• Both the Arizona  and New York  legislatures have created26 27charter school stimulus funds.  However,  no monies have beenprovided to implement the fund. • Minnesota provides grants for facility improvement.  28

• Arizona law  provides charter schools with “equalizationassistance” in the form of a per- pupil allocation.  For the 2006-07 school year, this allocation is equal to $1,387 for each gradeK-8 student and $1,617 for each grade 9-12 student.  29
• California operates a Charter School Facility Grant Program,which provides reimbursement for lease payments made bycharter schools in low income communities.  Thereimbursement rate is up to $750 per pupil.  30
• Funds appropriated by the Colorado legislature for charterschool facilities are allocated on a per pupil basis.   In fiscal31year 2005-06, charter schools received $145 per student.  Infiscal year 2006-07, due to a funding increase, the amount isexpected to be approximately $220 per pupil.32
• The Florida Charter School Capital Outlay Fund provides
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Charter SchoolFacility Survey

Response ratesranged from 100% forUtah to 24% forCalifornia

eligible charter schools with a per pupil allocation that can beused to purchase real property, construct school facilities, leaseschool facilities, or renovate facilities.  The state provides a perpupil allocation equal to one-fifteenth the cost per studentstation.  During the 2005-06 school year, this amounted to $374per elementary school student, $429 per middle school studentand $568 per high school student.   33
• Minnesota law provides for lease aid to charter schools.  Thesefunds are disbursed on a per-pupil basis and may not be morethan 90% of the approved per-pupil cost or $1,200.  (Oldercharter schools may be grandfathered under a previous versionof the statute and receive $1,500 per pupil ).34
• In Pennsylvania, eligible charter schools are reimbursed forcosts associated with leasing facilities.  The reimbursementamount is the lesser of the annual rental payment or the productof the enrollment and a per pupil allocation.  The allocation is$160 for elementary school students, $220 for secondary schoolstudents and $270 for vocational-technical students.  35

In order to learn in what type of facilities charter schools arehoused and how those facilities were acquired, the Office ofLegislative Research and General Counsel conducted an internetsurvey of charter schools in Arizona, California, Colorado,Minnesota, North Carolina, Ohio, Utah and Wisconsin.  Theselection of these states was not random.  Aside from Utah, each ofthese states is among the top twelve states in the nation in terms ofthe number of active charter schools.  Additionally, each of thesestates has an internet-accessible directory of all charter schools inthe state that includes e-mail contact information.  Rather than randomly sampling the charter schools in eachstate, each charter school with an e-mail address was included inthe sampling frame.  For every state except Arizona this amountedto a census.  For Arizona, only about 46% of the charter schoolshad e-mail addresses given in the directory.  The survey questionsare included in Appendix A.Table 1 contains information on the response rates for schoolsin the survey, by state.  Aside from Utah, where 100% of charterschools responded to the survey, response rates ranged from 47.4%for North Carolina to 24.4% for California.  There is a potential for
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Most charter schoolsare located inbuildings, althoughportable classroomsare commonplace inCalifornia

non-response bias in the results.  However,  it is likely reasonableto assume that the characteristics of charter schools who did notrespond to the survey are similar to the charter schools that didrespond.  In that case, non response bias should not have a majorimpact on our interpretation of the results.
Table 1: Response RatesUT AZ CA CO MN NC OH WISurveys sent 36 232 569 122 135 95 297 183Response rate 100% 25% 24% 29% 31% 47% 24% 33%

Table 2 shows the percentage of schools in each state housed inbuildings, portable classrooms, or in some combination ofbuildings and portable classrooms.  In every state exceptCalifornia, the vast majority of charter schools are housed in one ormore buildings.  In California, the percentage of charter schoolshoused in one or more buildings is nearly equal to the percentageof charter schools housed in some combination of buildings andportable classrooms.
Table 2: Types of facilities in which charter schools are housedUT AZ CA CO MN NC OH WIOne or more buildings 78% 90% 45% 74% 88% 76% 90% 93%One or more portable classrooms 6% 5% 9% 11% 0% 9% 4% 3%Combination of buildings and portable classrooms 17% 7% 46% 14% 9% 16% 4% 2%

In the majority ofstates surveyed, mostcharters schools areowned by a privateentity
Table 3 provides information on the percentage of charterschool facilities in each state owned by charter schools, schooldistricts, not-for-profit organizations, other public entities, or otherprivate entities.  The values do not necessarily add up to 100%because many charter schools are housed in multiple facilities andeach facility may be owned by a separate entity. Except forCalifornia, Colorado, and Wisconsin, the most common owner of acharter school facility in the study was a private entity.  InWisconsin and California, the most common owner of a charterschool facility was a school district.  Colorado and North Carolinahad the highest percentage of charter schools owning their ownfacilities, and Minnesota had the highest percentage of charter
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schools owned by private entities.
Table 3: Ownership of charter school facilitiesUT AZ CA CO MN NC OH WICharter school 19% 32% 12% 40% 9% 40% 9% 3%School district 11% 0% 50% 29% 12% 7% 23% 64%Sponsoring not-for-profit 11% 14% 10% 11% 9% 18% 14% 8%Other public entity 14% 3% 8% 3% 9% 11% 6% 7%Other private entity 50% 58% 40% 26% 70% 51% 52% 20%

Sources of fundingand financing includeloans from banks orprivate investors andstate or school districtfunds
Many charter schools that purchase their own facilities use acombination of sources for funding and financing.  As a result, thepercentages in Table 4 do not add up to 100.  In Utah, Arizona, andNorth Carolina, the most common means for a charter school tofinance a facility purchase is through a bank or private investor.  InCalifornia, it is more common for charter schools to financefacilities purchases using state or district funds.   In Minnesota,Ohio, and Wisconsin charter school ownership of charter schoolfacilities is relatively uncommon and trends are difficult togeneralize.

Table 4: Sources of funding/financing for charter schools that own their facilitiesUT AZ CA CO MN NC OH WIState or district funds 29% 32% 63% 57% 25% 50% 17% 50%
Federal grants 29% 11% 0% 7% 0% 6% 17% 0%Private donations 14% 21% 25% 29% 25% 11% 50% 100%Banks or private investors 86% 42% 31% 29% 0% 56% 67% 50%Tax-exempt bond proceeds 0% 32% 0% 36% 50% 0% 0% 0%

Most leases are atmarket rates Most charter schools in this study that did not own theirfacilities, but instead made lease payments at or near market rates. 
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This was true in every state except Colorado and Wisconsin, wherea substantial number of schools were housed in facilities that werefree or nearly free to the charter school.  Agreements with charterschool management companies appeared to be relativelyuncommon nationwide, though they are most common in Ohio andUtah.   Table 5 displays the percentages of schools that do not owntheir own facilities that reported each type of paymentarrangement.
Table 5: Payments made by charter schools leasing their facilitiesUT AZ CA CO MN NC OH WIFree or nearly free 7% 5% 15% 33% 0% 9% 14% 45%Market rates 71% 73% 57% 46% 92% 64% 59% 28%Operations and maintenance costs only 10% 7% 16% 13% 3% 9% 8% 5%Payment to a charter school management company 10% 2% 2% 0% 0% 6% 11% 2%

Few charter schoolsoccupy districtfacilities at no cost

Differences infacilities financingarrangements maybe explained by statepolicies

In most surveyed states, it was relatively uncommon for charterschools to occupy district facilities at no cost to the charter school. Table 6 shows the percentage of charter schools in each statereporting this type of arrangement.  In Colorado and especially inWisconsin, it is fairly common for charter schools to occupydistrict facilities at little or no cost to them. Table 6: Percentage of all charter schools occupying district facilities at no cost to themUT AZ CA CO MN NC OH WI0.0% 0.0% 10.8% 22.9% 0.0% 2.2% 11.3% 41.0%
This study was not designed to establish cause and effectrelationships between state policies and charter school’s facilityfinancing choices.  However, the study highlights some differencesin charter school facilities finance arrangements that may beexplained by differences in state policies.  In Minnesota, only 9% of charter schools in the study ownedtheir facility and none occupied facilities at no cost to the charterschool.  The rest of the charter schools in the study leased propertyand 92% of the charter schools that leased property made payments 
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at or near market rates.  This finding is not surprising– Minnesotapolicy makes provisions for charter school facilities primarilythrough lease aid.36
In California, approximately 50% of charter schools occupydistrict-owned facilities.  About 80% of these charter schools makesome sort of payment to the district for the use of these facilities. This finding seems consistent with the policies of Proposition 39,which requires school districts to make district space available tocharter schools, but also allows districts to charge charter schoolsfor the use of the space.37

Colorado has a per-pupil allotment for capital facilities, creditenhancement programs, and tax-exempt bond programs for charterschools.  Not surprisingly, charter school ownership of facilities ishigh in Colorado, at 40%.  Colorado school districts are required toprovide surplus space to charter schools, free of charge, thoughthey may charge for operations and maintenance costs. It is notsurprising that the percentage of charter schools in Colorado thatoccupy district facilities at no charge is higher than in most otherstates in the study.38
Wisconsin has no statutory provisions for charter schoolfacilities.  Despite this, Wisconsin was the leader in the number ofcharter schools occupying district space at no charge.  This appearsto be a result of the institutional culture in Wisconsin.  Charterschools in Wisconsin are funded by agreement; Wisconsin lawdoes not make any specifications for how charter schools are to befunded.
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APPENDIX A(1) During the 2005-2006 school year, in what type of facilities was the charter school housed?(a) one or more buildings(b) one or more portable classrooms(c) a combination of buildings and portable classrooms(2) During the 2005-2006 school year, who owned the facilities in which the charter school washoused?  Mark all that apply.(a) the charter school(b) a school district(c) a not for profit organization that sponsored the charter school(d) a public entity other than the charter school or school district (for example, a state or     local government or public university)(e) a private entity (for example, an individual, company, or church)(3) If the charter school owned the facilities in which it was housed during the 2005-2006 schoolyear, what were the sources of funds used to buy the facilities?  Mark all that apply.(a) funds that the charter school received from the state or school districts(b) federal grants(c) private donations(d) loan from a bank or other private investor(e) tax exempt bond proceeds(4) If the charter school did not own the facilities in which it was housed during the 2005-2006school year, what payments were made, if any, for the use of the facilities?(a) none or very little, use of the facilities was free or nearly free to the charter school.(b) the charter school made lease payments at or near market rates(c) the charter school made payments to cover the facilities’ operations and maintenance        costs only(d) the charter school made payments to a charter school management company that      provided the facilities as part of the management agreement
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 CHAPTER ThreeLOCAL REVENUESummary

Background

This chapter compares two methods for providing access tolocally generated property tax revenues for charter schools, as wellas, the potential problems and benefits associated with eachmethod.  Specifically, the Legislature requested information on thefollowing questions: How does the use of a local tax replacementformula compare to a local revenue sharing mechanism, and whatare the potential benefits and problems with having school districtsparticipate in the funding of charter schools attended by residentsof the district?In Utah, the difference between using a local tax replacementformula or a local revenue sharing mechanism as a way to providerevenue access to charter schools requires answering the questionof ‘Who pays?’  Under the local tax replacement formula, the stateprovides a per student revenue supplement to charter schools. However, a local revenue sharing mechanism requires the localdistrict to transfer a portion of locally generated property taxrevenue to a charter school when a resident student enrolls.  Requiring school districts to participate in the direct funding ofcharter schools attended by resident students presents severalproblems.  Experience in Utah showed that four problems emergedas a result of local revenue sharing: (1) charter schools weredependent on school districts for a portion of their operatingbudget; (2) per student revenue inequities emerged among thecharter schools; (3) school districts lacked oversight of locallygenerated revenues; and (4) property tax revenues supportedpurposes not directly approved by the taxpayer.  Many of thebenefits associated with school district participation in localrevenue sharing depend on perspectives.  For the state, localrevenue sharing disperses some of the cost to the school districts.As mentioned in Chapter One, the rapid cost increasesassociated with charter school student growth prompted theLegislature to issue a study in order to better understand charterschool funding issues.  As earlier chapters demonstrate, charterschools have largely the same access to funds provided throughstate and federal educational programs as local schools districtsprovided they meet the same program eligibility requirements. However, charter schools have much less access to local revenue
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sources generated by school districts through assessing propertytaxes.  Unlike school districts, charter schools do not have theability to tax their patrons to support school operation or facilityneeds.    The lack of access by charter schools to local revenues,represents the fundamental issue behind the charter school fundingdebate.  Over the course of the past five years, the Utah Legislaturedeveloped the Local Replacement Funding Program (LRFP) in theMinimum School Program in an attempt to mitigate a charterschool’s inability to access local revenue sources. Questions continue to arise over the formula that derives theper-student funding levels of the LRFP.  These questions center onthe per-student funding amount guaranteed through the LRFPcompared to the per-student funding amount generated by a charterschool student’s home school district through local property taxes.  Comparing per-student funding levels between the districts andcharter schools has resulted in multiple attempts to alter the LRFPformula.  The first attempt resulted in replacing a local revenuesharing formula with a formula totally supported with StateUniform School Fund revenue.  A rapid influx of studentsenrolling in charter schools over the past several years has resultedin significant annual cost increases to the State in order to supportthe LRFP. Since its inception, the annual appropriation to the LRFP hasnearly doubled each fiscal year.  Additional attempts to alter theLRFP formula to mitigate actual or perceived per pupil fundinginequities between school districts and charter schools, has resultedin the Legislature requesting additional information through thiscomprehensive study on charter schools in Utah.  This chapter provides information on the use of a local taxreplacement formula (funded entirely with state revenue) comparedto a local revenue sharing mechanism.  Specifically, Legislatorsrequested a comparison of the potential benefits and problems thatmay arise with having school districts participate in the funding ofcharter schools attended by students that reside within the schooldistrict boundaries.               The following sections provide further information on school
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School DistrictProperty Tax Levies

Local Property TaxesSupporting A SchoolDistrict’s GeneralFund

The Basic Rate 

district property tax levies, the Local Replacement FundingProgram, and the complexities associated with transferring locallygenerated revenues from districts to charter schools.         School district revenues derived from local sources account for,on average, 21.8 percent of a school district's total revenue.  1Limited access for charter schools to local property tax revenuescontributes to the differences in total funding accessible to charterschools when compared to other public schools.   These local revenues may be generated by a school districtthrough levying up to thirteen different taxes, as well as interest oninvestments, tuition payments, and student fees.  Property taxesrepresent the main source of local revenue to a school district.  The following sections provide a summary of each of the thirteenproperty tax levies available to a school district.      School districts have the option of imposing up to five differentproperty tax levies to support the district’s general fund. According the Utah State Office of Education, the district generalfund “is the chief operating fund of the school district.  It is used toaccount for all financial resources of the school district exceptthose required to be accounted for in another fund.  A district mayonly have one general fund.”   A district uses its general fund to2account for the majority of the revenue and expendituressupporting the operation and maintenance of educational programs. The five levies include the Basic Rate, Voted Leeway, BoardLeeway, Board Leeway K-3 Reading Program, and Impact Aid(Title VII).    The Basic Rate represents the largest property tax imposed by aschool district.  Each district must impose a minimum basicproperty tax levy [the Basic Rate or Basic Levy] and contribute theproceeds from the levy to the cost of providing basic educationalservices in the district.   Assessing the Basic Rate allows a school3district to participate in the Basic Program of the Minimum SchoolProgram.  The Basic Program equalizes the revenues supportingthe education programs in each district and charter school.  Schooldistricts that yield more revenue through the imposition of thestate-wide basic rate require less support from the State’s UniformSchool Fund to support their basic education programs.  Schooldistricts that yield less revenue from the Basic Rate and charter
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Basic Rate Revenueand Charter Schools

Local Option Taxes

Local Option Revenueand Charter Schools

schools (since they cannot impose a Basic Rate) receive morerevenue from the Uniform School Fund.  Equalization through the Basic Program provides charterschools with access to revenues generated by the Basic Rate eventhough they only receive Uniform School Fund revenue.  Schooldistricts and charter schools receive Basic Program revenuesthrough the allocation of Weighted Pupil Units (WPUs).  Eachschool located in a school district as well as charter schoolsgenerate WPUs based on their total number of enrolled studentsand other defined characteristics that may generate additionalWPUs (e.g. special education, career and technology education,professional staff).        School districts, either through board or voter approval, mayimpose any of the remaining four taxes to support the general fundof the district.  Statute requires that school districts meet variousrequirements governing the use of the revenue generated throughthese levies. The remaining local option taxes include three state guaranteeprograms and one tax levy that districts may use to stabilize federalentitlement funding.  A local school board, or the electorate of aschool district, may approve additional levies to support the schooldistricts basic education program.  These levies include the BoardLeeway, Voted Leeway, and Board Leeway K-3 Reading Program. The state supports, or guarantees, each of these levies by providingin statute a minimum level of revenue yield for a school districtlevying one of the taxes.  Finally, the Impact Aid (Title VII) levyonly impacts school districts eligible for Federal Impact Aidfunding.  Charter schools do not have access to the revenues generatedthrough local option levies as they do with revenues from the BasicRate.  Since school districts account for local option tax revenuesources in their general funds, the Local Replacement FormulaProgram (discussed in the next section) largely mitigates thefunding differential.  However, the formula “does not count stateguarantees used to supplement local property taxes in districts withlow property values.  These revenues might be considered a ‘quasi-property tax’ and are used for the same purposes as the localproperty taxes.”4
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Local Property TaxesSupporting CapitalOutlay, Debt Service,and Textbooks &Supplies

Local School DistrictResponsibility forCapital Facilities

Capital OutlayFoundation Program
Capital OutlayRevenue and CharterSchools

Other School DistrictProperty Tax Options

School districts in Utah may levy four taxes to assist them inproviding capital facilities and equipment.  These taxes include theCapital Outlay, Voted Capital Outlay, Debt Service and the 10Percent of Basic levies.  Revenue generated by these levies supportthe Debt Service and Capital Projects funds of a school district. Generated revenue accounts “for the accumulation of resources for,and the payment of, general long-term debt principal and interest;and to account for resources and payments for the acquisition ofcapital facilities and equipment.”  5
Local school districts have the responsibility for constructionand renovation of school facilities.  These four revenue sourcesprovide districts with the capability to generate revenues fromproperty taxes to construct and renovate capital facilities, maintainschool plants, purchase capital equipment, pay principal andinterest debt service, purchase building sites, build and furnishschool facilities, and meet some textbook and supply needs.  The State provides a nominal amount of revenue in an effort toequalize school district capital facility construction.  State fundsguarantee that a school district that imposes a Capital Outlay Levygenerates a minimum level of revenue per student in Average DailyMembership (ADM). Charter schools do not have access to local revenues generatedfor capital outlay and debt service functions.  The nationalcomparison outlined in Chapter One indicates that “no surveyedstates require school districts to share local capital facilitiesrevenues.”   The State implemented the Local Replacement6Formula Program in the Minimum School Program as an effort toprovide a state fund replacement for local capital outlay and debtservice revenues not available to charter schools.  However, thenext section of this report details how the LRFP does not fullymitigate the funding differential between charter schools and otherpublic schools when compared on a per student basis.         The remaining property tax levies available to a school districtinclude: Special Transportation, Recreation, Utah GovernmentImmunity (Tort Liability), and Judgement Recovery.  These fourlevies represent the most restricted property tax levies available toa school district.  School districts may only levy these taxes tosupport specific needs of the school district.  
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Conditional Levies

Other ConditionalLevy Revenue andCharter Schools
Charter SchoolLocal ReplacementFunding Program

Revenues generated from these levies may only support thefollowing:• Pupil Transportation - to transport students that are not eligiblefor state supported program, provide hazardous bus routes,transport students for school activities and field trips, and topurchase school buses.   7 • Recreation - provides revenue for school districts to join withmunicipalities or counties in purchasing or operating recreationfacilities.   8 • Utah Government Immunity (Tort Liability) - provides revenuefor school districts to pay liability insurance premiums, legalcosts to defend the district against claims, settlements orjudgements, as well as for actual claims, settlements orjudgements against school board members or districtemployees.9 • Judgement Recovery - school districts may use this levy to funda property tax judgement (including interest) against the schooldistrict as a result of a successful appeal that the district overcollected property tax of a property owner.    10
Revenue generated through these tax levies supports functionslargely unique to school districts, specifically, pupil transportationand various responsibilities required of a taxing entity.  Due to thenature of these levies, charter schools do not have access to therevenue generated from them.  This revenue is also excluded fromthe formula for the Local Replacement Funding Program.   The Legislature created the Charter School Local ReplacementFunding Program (LRFP) over the course of the 2001-2003General Sessions.  Program objectives include replacing some of“the local funds retained by a student’s home school district”  and11assisting charter schools because they “do not have bondingauthority or the ability to tax their patrons to cover facility costs.”12Providing ongoing funding capacity for charter schools to obtainadequate educational facilities is at the core of the program.  Chapter Two of this report details the difficulties charterschools face in securing adequate facilities.  State funding formulas“generally exclude capital expenses, so many charter schools must
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Original Cost SharingProgram

Inequities in the CostSharing Program 

StrainedRelationships:Charter Schools &School Districts

divert funds from instruction to secure their physical location.”  13Further, the study of charter school financing models in otherstates, detailed in Chapter One found that “several states requireschool districts to share with charter school local operationsrevenues generated by discretionary tax levies”  and that in order14to “replace local revenues not available to charter schools, severalstates provide supplementary state monies for either capitalfacilities or operational purposes.”15
Charter school replacement funding originated with the localschool districts and the state sharing in the cost of the program.“The state provided an appropriation equal to half the per pupilrevenue generated in the school districts through property taxcollections.  School districts in turn transferred the other half to acharter school when a [district] student enrolled.”   16
The original cost-sharing program resulted in some fundinginequities among charter schools.  State revenue only equalizedhalf of the replacement funding received by charter schools.  Theformula estimated a state-wide per pupil average of locallygenerated revenue in the school districts.  The state provided halfof this state-wide average to charter schools.    Revenue received by a charter school directly from a student’shome district was not equalized.  The mechanism created a benefitfor charter schools enrolling students from school districts thatcollect more local revenue than the state average.  Charter schoolsenrolling these students received more revenue than if theyenrolled students from districts below the state-wide average.   
In addition to inequities resulting from the original formula,“charter schools became dependent on a district for funding,further straining the relationship between districts and charterschools.”   Charter schools relied on districts to transfer the17appropriate level of funding and ensure that funds were received ina timely manner.  This dependence resulted in frequent conflictsbetween districts and charter schools, sometimes resulting inintervention of the Utah State Office of Education.
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District to DistrictStudent Transfersthrough StatutoryOpen EnrollmentProvisions

Creation of theMinimum SchoolProgram - CharterSchool LocalReplacement FundingProgram

The original charter school LRFP was not the first localrevenue sharing mechanism implemented in Utah.  Under statutoryprovisions governing ‘Open-Enrollment’ in the State, statuterequires school districts to transfer local revenues to another schooldistrict when a student chooses to enroll the receiving district’sschool.  The statute reads “the State Board of Education shall adoptrules providing that the resident district pay the nonresidentdistrict, for each of the resident districts’s students who enroll inthe nonresident district, ½ of the amount by which the residentdistrict’s per student expenditure exceeds the value of the state’scontribution.”   This formula mirrors the original cost-sharing18formula implemented for the LRFP.     The tensions that resulted in a local revenue sharingmechanism between school districts and charter schools do notoccur in the same transaction between two school districts.  TheState Board of Education adopted Rule R277-437 “StudentEnrollment Options” which outlines a specific formula for districtsto use when determining the amount of revenue to transfer to areceiving school district.  This chapter does not discuss potentialreasons for this dichotomy.  Knowing that the State’s ‘Open-Enrollment’ provisions pre-date both the original LRFP formulaand the legislation authorizing charter schools in Utah furthercomplicates fully understanding the charter school - school districttensions as a result of sharing local revenues.  Legislators created the Charter School Local ReplacementFunding Program within the Minimum School Program in anattempt to better equalize per student revenues among charterschools and reduce conflicts between the school districts andcharter schools.  “During the 2003 General Session, the Legislaturechanged statute and developed a system that allowed the localschool districts to retain all locally generated property taxrevenue.”   This change in statute removed the dependent19relationship between school districts and charter schools.  “Thestate now provides an equalized average per student amountdirectly to the charter school”  to replace some of the locally20generated property taxes collected by a school district.  Thismechanism removes funding inequities and ensures that eachcharter school receives the same level of per student funding fromthe state, regardless of originating district.
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Statutory Formula

Accurately ReflectingLocal Revenue in theFormula

Using Local RevenueGenerated for DebtService Does NotDouble Count BondRevenue and Taxes toRepay Bonds

Formula ChangeConsiderations

Statute defines a formula that calculates an estimated averagelocal property tax generated per student in each of the 40 schooldistricts.  Utah code states “the amount of money provided for eachcharter school student shall be determined by: (i) calculating thesum of: (A) school districts’ operations and maintenance revenues[general fund] derived from local property taxes, except revenuesfrom imposing a minimum basic tax rate pursuant to Section 53A-17a-135; (B) school districts’ capital projects revenues derivedfrom local property taxes; and (C) school districts’ expenditures forinterest on debt.”   This formula provides a replacement to charter21schools for some of the locally generated property tax revenuesretained by the school districts.  As a result of this formula, thestate provides all revenues (except for some federal funds)supporting charter schools in Utah.  Beginning with the 2004 General Session, the Legislaturereceived information that the formula deriving the per-studentamount for charter schools does not reflect the level of revenuegenerated by the school districts.  The formula “uses debt service[interest on debt] expenditures instead of debt service revenuecollected by the districts as one of the primary formulacomponents. [...] the Legislature used caution during the creationof the formula in statute in order to enure that school district bondrevenue was not double counted in the formula.”22
School district bond revenue is not accounted for in the localproperty tax revenue generated for the debt service program. Instead, bond revenue is accounted for by school districts as an“other” revenue source.  It was thought at the time the LRFPprogram was created “that the districts’ debt service revenuesincluded the proceeds from bond sales as well as the taxes levied topay back the principal amounts on those bonds.  To avoid doublecounting the [bond] debt proceeds and the taxes used to pay thedebt, the formula was crafted to only count the interestexpenditures on debt.”   Since bond proceeds are not accounted23for in debt service fund revenues, the local revenue generated tosupport this fund can be included in the formula without fear ofdouble counting. Revising the formula for the LRFP is likely required in order tomore appropriately reflect local property tax revenue generated byschool districts.  The current formula does not reflect the originalintent behind the LRFP, which is to provide charter schools with a
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Charter School ParityFunding

Potential SolutionProposed in the 2006Legislative GeneralSession
New FormulaProposed for theCharter School LocalReplacement FundingProgram

replacement of approximately the same revenue (based on the stateaverage) that a school district retains when a student enrolls in acharter school.Charter school supporters have “been asking the Legislature forparity in funding, which means that students in charter schoolswould receive, or have access to, funding at the same level asstudents in other public schools.”   The replacement attempts to24provide approximately the same level of revenue - or parity - foreach student enrolled in a charter school, but fails to accomplishthis goal.  Several reasons contribute to this failure. 1. Continuing to use debt service expenditures instead of debtservice revenues understates the level of per student revenueavailable through the LRFP formula for students enrolled incharter schools.     2. According to the Utah Foundation, the LRFP “does not countstate guarantees used to supplement local property taxes indistricts with low property values.”   These guarantees include25the Capital Outlay Foundation Program, as well as the Votedand Board Leeway Programs.   3. Charter schools, by nature, do not have conditions to supportusing some local revenue sources in the LRFP formula.  Theprior section identifies certain tax levies unique to schooldistrict needs, namely, pupil transportation.     Since the 2004 General Session, charter schools have attemptedto have the LRFP formula changed to include debt servicerevenues.  These efforts lacked success until the 2006 GeneralSession when the Public Education Appropriations Subcommitteeadopted a new LRFP formula.  However, the new formula was notadopted by the Legislature.  
The new formula, created by the Utah State Office ofEducation and endorsed by the State Board of Education, providesa simpler way of determining a local funding replacement.  Insteadof focusing on which local levies may or may not apply to charterschools, the formula simply “covers those funds that charterschools do not receive that school districts currently do receive”focusing “solely on revenues that charter schools do not receive
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AdditionalConsiderationsRelated to a NewFormula

under the Minimum School Program.”   The formula is as follows:26
• Step #1 - Include all Minimum School Program revenues notcurrently received by charter schools (State Guarantees for theBoard and Voted Leeway Programs & Capital Outlay FundingProgram).   • Step #2 - Add all local tax revenues generated by the schooldistricts.  • Step #3 - Subtract all revenues already covered by state funding(through the Minimum School Program) or revenues thatcharters are not eligible to receive (Revenue from the BasicRate, K-3 Reading Program Revenue, and SpecialTransportation Levy Revenue). • Step #4 - Divide the total by the Average Daily Membership(ADM) in the school districts.  The new formula mirrors the intent of the original LRFPformula, but provides a cleaner, easier to follow method ofcalculating the formula.  The formula is designed to achievefunding equity between charter schools and district schools. Calculations of the new formula conducted during the 2006General Session provided slightly more per student revenue than arevised version of the LRFP formula.    Similar to the statutory LRFP formula, the new formula wouldnot require school districts to participate in a cost-sharingmechanism.  As with the current LRFP formula outlined in statute, the newformula uses an un-weighted state average.  The funding receivedby a charter school does not reflect the actual per student revenuegenerated by a student’s home district.  A charter school mayreceive more revenue per student through the state supplement thanthe district would otherwise generate in local revenue for that samestudent.    The following table details the differential among schooldistricts in locally generated revenue.  This example uses theformula defined in statute for the LRFP to demonstrate thedifferential.  While this example does not consider all revenues
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generated by a school district, it provides a good example todemonstrate the variances associated with an un-weighted average.  

The above table provides the top and bottom ten districts forper student local revenue (as determined by the LRFP formula). This example shows that per student local revenues range from$446 in Tintic School District to $4,582 in Park City SchoolDistrict.  Based on this example, students originating from schooldistricts below the state average benefit through greater access toper student revenues when compared to students remaining in theirresident district.  This occurs as a result of using an un-weighted
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Local ReplacementFunding Comparedto Local RevenueSharing

average.  Charter school students receive the state funded LFRPsupplement which equals the state average and is not adjusted forresident district amount.School districts falling below the state average account for 56percent of all ADM students in Utah.  The majority of charterschools have opened within the boundaries of school districts listedin the bottom ten in the table above.       The charter school study commissioned by the Legislatureasked “how does the use of a local tax replacement formulacompare to a local revenue sharing mechanism?”  As stated above,the LRFP began as a local revenue sharing program.  Districts wererequired to transfer local funds to charter schools.  The precedingsection also listed several complications of the original localrevenue sharing program.  In the survey of charter school funding in other states (locatedin Chapter One), the Office of Legislative Research and GeneralCounsel found that “most states do not require school districts toshare with charter schools local operations revenues in excess ofthe local contribution to the joint state and local financingprogram.”   The survey found exceptions in Florida, Georgia,27Missouri, and North Carolina.  Each of these states have lawsspecifying that “school districts are required to share with charterschools discretionary or supplemental tax levies.”   The study28further found that “none of the states surveyed require schooldistricts to distribute local capital facilities funds to charterschools.”29
In Utah, the Legislature abandoned the local revenue sharingmechanism that resulted in tensions between the school districtsand charter schools.  The Legislature created a program thatbenefitted both charter schools and school districts.  Charterschools benefitted through increased funding, budget relief (no-longer dependent on school districts) and reduced tensions withschool districts.  School districts benefitted by no longertransferring local funds to charter schools (this was often seen asproblematic and counter to agreements made with voters uponapproving tax levies) and the ability to use local revenues saved bystudents transferring to charter schools to benefit the remainingstudents in the district.  
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Through altering the original local revenue sharing mechanism,the Legislature created a supplemental funding program (LFRP) forcharter schools that conceptually reflects charter school fundingmechanisms found in some of the surveyed states.  The surveyoutlined in Chapter One found that “to make up for the lack oflocally generated revenues, some state provide supplemental staterevenues to charter schools.  Five of the 16 states surveyed providestate funds to charter schools for capital facilities” .  Providing30some form of additional state revenue to support charter schooloperations appears to be a commonly used practice in other states.   
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CHAPTER FOURCHARTER SCHOOL START-UP COSTS
Summary

What is Defined as aStart Up Cost?

Methodology

A survey of seven charter schools found the average cost ofstarting a charter school is about $2,266 per student using first yearenrollment numbers for each school. Using the enrollment capacityfor each school the average cost per student for start up costs for acharter school is $1,153.A similar survey of eight recently constructed traditional publicschools revealed average start up cost per student of  $1,440 usingfirst year enrollment numbers. Using the enrollment capacity foreach school the average cost per student for start up costs for apublic school is $986. Further, charter schools do not have thesame facility requirements as traditional public schools in thatpublic schools provide gyms, cafeterias, and theaters which charterschools do not.The definition of  “start-up costs” is somewhat vague and is notclearly defined in Utah statute. Definitions in other states variedsomewhat, however, there were some common themes: consultantfees for policy creation; general curriculum; attorney fees for theestablishment of bylaws; supplies; textbooks; library books;maintenance supplies; and media materials.  One should note thatthere is distinction between these costs and the construction of newspace or remodeling of an existing space. In the 2005 General Session the Legislature authorized $2.8million to equalize revenue for charter school start-up costs on aper-student basis. A Federal charter start-up grant provided$150,000 per school regardless of school size. This stateappropriation converted federal money to $860 per-student. Theappropriation included no requirements as to how the money wasto be spent. Some charter schools in the study were created beforethis  appropriation.In determining and comparing start-up costs, the LFA looked ata cross section of charter schools that have been in operation formore than one year. It did so to assure each school had one fullyear of financial information. The LFA’s sample of charter schoolsis also being used by the Auditor General in their current audit withone exception. 
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A similar approach was taken for a sample of public schoolsstarted within the past two to three years. Budget information wastaken from each of the public schools in order to draw acomparison on a per school basis. The same object codes from theUtah State Office of Education accounting system were used inorder to standardize the costs. The object codes used were:300 Professional and Technical400 Property Services 500 Other (Except Travel)610 Supplies641 Textbooks644 Library Books650-660 Periodicals, AV Materials670 Computer Supplies680 Maintenance Supplies730 Equipment750 Media MaterialsThese costs were not audited and represent the informationreported to the USOE from the school itself. These schoolsrepresent a cross section of elementary schools and middle schools.Enrollment numbers represent each first year enrollment levels.A calculation was also made using the same object codes andschool, but using the total capacity for each school. This methodwas applied to both the public schools and charter schools.
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Costs CalculatedUsing First YearEnrollment The average start-up cost per student for each charter school is$2,266 based on first year enrollment numbers.  Table 1 belowshows each charter school start-up cost.Table 1
School First YearEnrollmentNumber Total Cost ofStart Up Average CostPer StudentUsing FirstYearEnrollment Pinnacle 185 $283,700 $1,553EastHollywood 152 $618,821 $4,071
North DavisPreparatoryAcademy 476 $1,112,508 $2,337
TimpanogosAcademy 349 $301,007 $862
CityAcademy 60 $169,558 $2,825
JohnHancock 160 $210,353 $1,314
Salt LakeArtsAcademy 117 $300,879 $2,571

Details for each school are listed in the appendixThe public school system currently has an average cost perstudent of $1,440 based on first year enrollment numbers. This costalso includes the costs of cafeterias, gyms, and other facilities thatmay not necessarily be included in the facilities at charter schools.Table 2 shows start up costs found in the sample of public schools.
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Table 2
School First YearEnrollmentNumber Total Cost ofStart Up Average CostPer StudentUsing FirstYearEnrollment EastMeadowElementary 462 $674,840 $1,460
FoothillElementary 479 $674,840 $1,408
Orchard HillElementary 584 $674,840 $1,155
WrightElementary 676 $892,319 $1,320
West PointJunior High 1,087 $1,920,927 $1,767
FortHerrimanMiddle 824 $1,512,000 $1,834
Sunset RidgeMiddle 780 $1,512,000 $1,938
DaybreakElementary 1,067 $675,000 $632

Details for each school are listed in the appendixThe data for public schools is different than that for a charterschool. First, a charter school may not have the same facilitieswhen compared with a traditional public school building.  Second,public schools did not use a standard method for allocating fundsto each new school. An example, of this variety of methods is thatone district will allocate  the same amount of money for each typeof school: elementary, middle, or high school. Another districtmight allocate money on the basis of anticipated enrollmentnumbers. 
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Cost CalculatedUsing TotalCapacity of School Using total capacity for a school the cost per-student revealsnot much difference in cost.  Table 3 shows an average cost of$1,153 per student.Table 3 
School TotalCapacity Total Cost ofStart Up Average CostPer StudentUsing TotalCapacity Pinnacle 340 $283,700 $834EastHollywood 600 $618,821 $1,031
North DavisPreparatoryAcademy 525 $1,112,508 $2,119
TimpanogosAcademy 505 $301,007 $596
CityAcademy 200 $169,558 $847
JohnHancock 185 $210,353 $1,137     
Salt LakeArtsAcademy 200 $300,879 $1,504    

Details for each school are listed in the appendix
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The cost for start up using the total capacity for a public schoolaveraged $986 per student. Table 4 shows the cost per school.Table 4 
School TotalCapacity Total Cost ofStart Up Average CostPer StudentUsing TotalCapacity EastMeadowElementary 900 $674,840 $749
FoothillElementary 900 $674,840 $749
Orchard HillElementary 900 $674,840 $749
WrightElementary 853 $892,319 $1,046
West PointJunior High 1200 $1,920,927 $1,600
FortHerrimanMiddle 1,400 $1,512,000 $1,080
Sunset RidgeMiddle 1,400 $1,512,000 $1,080
DaybreakElementary 812 $675,000 $831

Details for each school are listed in the appendixUsing these two different calculations the cost per studentvaries somewhat. In the future a standard way of cost per studentcalculation would be helpful in order to get a more accurate costfor start-up costs. 



Charter School Common Expenses
Calculated by First Year Enrollment

Obj. Codes Common Expenses Pinnacle East Hollywood North Davis Prep
Timpanogos 
Academy City Academy John Hancock Salt Lake Arts Academy

300 Professional and Technical 3,594 110,516 236,385 33,025 30,100 25,199 53,335
400 Property Services 13,445 33,569 398,928 38,319 52,890 66,938 47,096
500 Other (Except Travel) 157,574 103,003 78,013 16,003 16,679 0 33,294
610 Supplies 27,003 46,349 117,003 44,695 25,526 62,173 54,863
641 Textbooks 24,141 31,967 91,343 0 7,066 42,190 0
644 Library Books 0 0 12,807 42,311 324 3,677 0

650-660 Periodicals, AV Materials 946 0 0 2,398 44 23 0
670 Computer Supplies 0 0 0 0 3,225 10,153 0
680 Maintenance Supplies 0 0 0 983 2,406 0 0
730 Equipment 56,997 293,417 178,029 123,273 31,298 0 112,291
750 Media Materials 0 0 0 0 0 0 0

Total $283,700 $618,821 $1,112,508 $301,007 $169,558 $210,353 $300,879

First Year Enrollment 151 152 476 349 60 160 117

Start Up Cost Per Student $1,878.81 $4,071.19 $2,337.20 $862.48 $2,825.97 $1,314.71 $2,571.62

Average for Nine Charter Schools $2,266

Charter School Common Expenses
Calculated by Total Capacity

Obj. Codes Common Expenses Pinnacle East Hollywood North Davis Prep
Timpanogos 
Academy City Academy John Hancock Salt Lake Arts Academy

300 Professional and Technical 3,594 110,516 236,385 33,025 30,100 25,199 53,335
400 Property Services 13,445 33,569 398,928 38,319 52,890 66,938 47,096
500 Other (Except Travel) 157,574 103,003 78,013 16,003 16,679 0 33,294
610 Supplies 27,003 46,349 117,003 44,695 25,526 62,173 54,863
641 Textbooks 24,141 31,967 91,343 0 7,066 42,190 0
644 Library Books 0 0 12,807 42,311 324 3,677 0

650-660 Periodicals, AV Materials 946 0 0 2,398 44 23 0
670 Computer Supplies 0 0 0 0 3,225 10,153 0
680 Maintenance Supplies 0 0 0 983 2,406 0 0
730 Equipment 56,997 293,417 178,029 123,273 31,298 0 112,291
750 Media Materials 0 0 0 0 0 0 0

Total $283,700 $618,821 $1,112,508 $301,007 $169,558 $210,353 $300,879

Total Capacity for School 340 600 525 505 200 185 200

Start Up Cost Per Student $834.41 $1,031.37 $2,119.06 $596.05 $847.79 $1,137.04 $1,504.40

Average for Nine Charter Schools $1,153



Public School Common Expenses
Calculated by First Year Enrollment

Obj. Codes Common Expenses East Meadow Elementary Foothill Elementary Orchard Hill Elementary Wright Elementary West Point Junior High Fort Herriman Middle Sunset Ridge Middle Daydreak Elementary

District Nebo Nebo Nebo Granite Davis Jordan Jordan Jordan
Type Elementary Elementary Elementary Elementary Junior High Junior High Junior High Junior High

300 Professional and Technical 0 0 0 0 0 0 0 0
400 Property Services 2,300 2,300 2,300 250,425 383,685 0 0 0
500 Other (Except Travel) 0 0 0 269 0 0 0 0
610 Supplies 164,352 164,352 164,352 37,183 172,018 65,000 65,000 55,000
641 Textbooks 296,350 296,350 296,350 113,455 328,082 300,000 300,000 130,000
644 Library Books 61,000 61,000 61,000 43,509 56,507 100,000 100,000 45,000

650-660 Periodicals, AV Materials 0 0 0 821 51,864 0 0 0
670 Computer Supplies 10,000 10,000 10,000 0 718,739 20,000 20,000 10,000
680 Maintenance Supplies 4,581 4,581 4,581 0 56,524 0 0 0
730 Equipment 136,257 136,257 136,257 446,657 153,508 1,027,000 1,027,000 435,000
750 Media Materials 0 0 0 0 0 0 0 0

Total $674,840 $674,840 $674,840 $892,319 $1,920,927 $1,512,000 $1,512,000 $675,000

First Year Enrollment 462 479 584 676 1,087 824 780 1,067

Start Up Cost Per Student $1,460.69 $1,408.85 $1,155.55 $1,320.00 $1,767.18 $1,834.95 $1,938.46 $632.61

Average $1,440

Public School  Common Expenses
Calculated by Total Capacity

Obj. Codes Common Expenses East Meadow Elementary Foothill Elementary Orchard Hill Elementary Wright Elementary West Point Junior High Fort Herriman Middle Sunset Ridge Middle Daydreak Elementary

District Nebo Nebo Nebo Granite Davis Jordan Jordan Jordan
Type Elementary Elementary Elementary Elementary Junior High Junior High Junior High Junior High

300 Professional and Technical 0 0 0 0 0 0 0 0
400 Property Services 2,300 2,300 2,300 250,425 383,685 0 0 0
500 Other (Except Travel) 0 0 0 269 0 0 0 0
610 Supplies 164,352 164,352 164,352 37,183 172,018 65,000 65,000 55,000
641 Textbooks 296,350 296,350 296,350 113,455 328,082 300,000 300,000 130,000
644 Library Books 61,000 61,000 61,000 43,509 56,507 100,000 100,000 45,000

650-660 Periodicals, AV Materials 0 0 0 821 51,864 0 0 0
670 Computer Supplies 10,000 10,000 10,000 0 718,739 20,000 20,000 10,000
680 Maintenance Supplies 4,581 4,581 4,581 0 56,524 0 0 0
730 Equipment 136,257 136,257 136,257 446,657 153,508 1,027,000 1,027,000 435,000
750 Media Materials 0 0 0 0 0 0 0 0

Total $674,840 $674,840 $674,840 $892,319 $1,920,927 $1,512,000 $1,512,000 $675,000

Total Capacity for Each School 900 900 900 853 1,200 1,400 1,400 812

Start Up Cost Per Student $749.82 $749.82 $749.82 $1,046.09 $1,600.77 $1,080.00 $1,080.00 $831.28

Average $986
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 CHAPTER FIVE STUDENTS TRANSFERRING TO CHARTER SCHOOLS:IMPACT ON DISTRICT SCHOOLS
Summary

Tracking StudentTransfers

Anecdotes about students transferring from district schools tocharter schools and back again, prompted the Legislature to ask thefollowing questions: 1. How many charter school students transfer back to districtschools during the course of the school year? 2. What impacts do transfers have on a district school when astudent transfers to a charter school during the school year.The transfer of students between district schools and charterschools, or even from school to school, is difficult to track.  Mostoften only the sending and receiving schools know that a studenttransfer has taken place.  As a result, no comprehensive statewidedata exists that quantifies the number of student transfers occurringin a given year.  In an effort to answer the questions above, the Office of theLegislative Fiscal Analyst conducted an informal poll of fifteendistrict schools.  These schools provided some cursory informationon number and impact of district school to charter school studenttransfers.  The responses from the surveyed schools, along withmethodology, may be found in  subsequent sections of this chapter.         The tracking and reporting of students transferring betweenpublic schools (district schools & charter schools) occurs at themost local level - between schools.  In the majority of instances,only the sending and receiving schools know that a student transferhas taken place.  No state-wide or school district information existsthat comparatively reports student transfers in a given school year.  The Utah code verifies the local nature of student transfersbetween public schools.  State statute requires that “within 14 daysafter enrolling a transfer student, a school shall request, directlyfrom the student's previous school, a certified copy of his record.”  1Statute indicates that the receiving district is responsible to obtainstudent records in a timely manner.
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Impact on StateRevenue Allocationswhen a StudentTransfers Schools
Prior-year PlusGrowth DistributionModel 

A student transfer may positively or negatively impact theallocation of State Minimum School Program revenues to a districtschool or charter school.  The level of impact depends on when thetransfer occurs during the school year, and the overall number ofstudents transferring in or out of a particular school.In Utah, school districts receive state revenues under a ‘prior-year plus growth’ distribution model.  The prior year enrollmentacts as the basis for allocating state revenue.  School districtsreceive additional state revenue depending on their actual studentgrowth.  Utah code states that “under prior year plus growth,kindergarten through grade 12 average daily membership for thecurrent year is based on the actual kindergarten through grade 12average daily membership for the previous year plus an estimatedpercentage growth factor.”   The growth factor represents the2“percentage increase in total average daily membership on the firstschool day of October in the current year as compared to the totalaverage daily membership on the first school day of October of theprevious year.”   3
The State Office of Education finalizes district enrollmentnumbers shortly following the October enrollment count.  Specialeducation enrollment counts are finalized following an enrollmentcount in December.  These counts becomes the basis for receivingstate revenues for the entire school year.  Following the October enrollment counts, each school districtor charter school receives a monthly allocation of state revenue. The USOE corrects for any errors in estimating school district orcharter school enrollments following the October enrollment countfor regular education programs.  After the December specialeducation enrollment count, the USOE also corrects for anyestimate errors.  These adjustments occur through altering monthlyallocations and offsetting districts or charter schools that receivedtoo much or too little revenue during the first few months of theschool year.  Finally, a ten day rule provides that following tenconsecutive unexplained absences a student is no longer includedin the average daily membership count of the school. Consequently, an adjustment to the school’s ADM count occurs inthe subsequent school year through a lower ‘prior-year’ base.   



5-3

Student TransfersMay Impact RevenueAllocation 

Impact of Transferson Schools 
Two Scenarios

Transferring students generally do not have a noticeable impacton school revenues.  Traditionally, student transfers have atendency to equalize over the course of a school year.  With theincrease in charter school enrollment, reports that student transfersno longer equal out over the course of a school year haveincreased.  Anecdotal reports of significant impacts have emergedand prompted the Legislature to request answers to the questionslisted at the beginning of this chapter.  The level of revenue impact on a district school depends onwhen the transfer occurs and how many students transfer.  Manydistrict schools argue that student transfers have increased as aresult of new charter schools in the area and transfers no longerequalize over the course of the school year.  The following represent two ways in which funding for adistrict school may be impacted by students transferring to acharter school.  The scenarios are based solely on the prior-yearplus growth model and do not represent actual occurrences. Although these scenarios view transfers from a district schoolperspective, they also impact charter school finances in roughly thesame way.    • Before School Begins - Simply, a student enrolled last yeardoes not enroll in the current year.  Since the student wasenrolled in the prior-year, he/she is included in the baseenrollment count.  Assuming that another student enrolls inplace of the transferred student (enrollment stays flat), norevenue impact should occur.  A growing school may notreceive as much ‘plus growth’ funding as anticipated due to thetransferring student.  A school facing excessive studentenrollment loss is held harmless through provisions outlined inthe Minimum School Program.      4 • After School Begins - A student enrolls in the district school atthe beginning of the school year and transfers to a differentschool (charter school or another district).  The timing andquantity of students transferring become greater factors in thelevel of financial impact.  Students transferring out of a district school prior to theOctober count create the most noticeable impact.  If a charterschool opens late (several weeks after the district school),



5-4

Determining Fundingin a Charter School’s1  Yearst

School TransferSurvey - District SchoolsReport on Impactsof Student Transfersto Charter Schools  

parents may opt to enroll their students in the district schooland wait for the charter school to open.  In these early weeks,the district school contracts with staff and provides services toeducate the number of students that have enrolled in the school. If a significant number of students transfer out of the districtschool after the district contracted for services but beforeenrollment counts provide additional ‘plus growth’ funding, asituation arises in which the district school likely will notreceive sufficient funding to cover contracted services.Students that transfer out of a district school following theOctober 1 count have less of a financial impact on the currentyear operation of a district school.  Once the annual fundinglevel is determined, based on the October 1 count, the annualallocation does not change until the next year.  The ten day ruletakes effect and a transfer student is not included in the ADMbase for the next year.  The state does not alter Minimum School Program revenueallocations to school districts on a monthly basis.  The Octobercount becomes the basis for monthly allotments made throughoutthe year.  These allotments generally do not change much over thecourse of the year.  In allocating these funds to district schools, aschool district may opt to alter funding more often to accommodatefor transferring students.    During the first year of operation, a charter school receives itsmonthly Minimum School Program allocation based on anticipatedstudent enrollment.  The USOE adjusts a charter school’s monthlyallocation based on actual enrollment as verified by the October 1count.  During the second year, charter schools receive monthlyallocations based on the prior-year plus growth model.  Since no comparable information exists on student transfers,the only way to assess potential impacts is to ask the schoolsinvolved in a student transfer.  Several district schools were askedto participate in a survey in order to better understand the potentialimpacts of students transferring to charter schools.  The Office of the Legislative Fiscal Analyst conducted thesurvey during October 2006.  Information provided through surveyresponses do not represent a statistically accurate sample.  Surveyresponses provide information on the specific experiences of
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Methodology

Location of SurveyedSchools
Charter Schools thatOpened During the2005-06 School Year 

schools involved in the transfer of students to charter schools. Information from different schools may produce differentresponses.  However, the information provided by the survey doesincrease understanding of potential impacts on district schoolswhen students transfer to a charter school.                  The questions posed by the Legislature requested informationon the impact in district schools of student transfers to charterschools.  For this reason, charter schools were not included in theschool survey.   District schools were selected based on their geographicproximity to a charter school that opened during the 2005-06school year.  The 2005-06 school year was chosen because asignificant number of charter schools began operation, theseschools were located throughout the state (although most werelocated in Utah County), and it provides a recent full-year example(instead of a partial year for schools opening in 2006-07).  Charter schools opened within the traditional boundaries ofseven school districts during the 2005-06 school year.  Thesedistricts include: Alpine, Cache, Davis, Granite, Iron, Jordan, andNebo.  These districts provide a fairly good geographicrepresentation of the state.  During the 2005-06 school year, eleven charter schoolopened in the school districts listed above.  These chartersrepresent a total enrollment of 4,522 students.  Charter schoolsopening in fall of 2005 include:  Charter School Boundary DistrictLincoln Academy AlpineOdyssey Charter School AlpineUtah County Academy of Sciences AlpineThomas Edison Charter School - South CacheWasatch Peak Academy DavisBeehive Science & Technology Academy GraniteSuccess Academy Iron
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District SchoolsSurveyed 

Summary ofResponses to SurveyQuestions

Navigator Point Academy JordanNorth Star Academy NeboAmerican Leadership Academy NeboReagan Academy Nebo
Fifteen district schools were contacted over the course ofthe survey.  Contacted schools include: 

District School School DistrictGreenwood Elementary AlpineManila Elementary AlpinePleasant Grove Junior High AlpineMountain View High School AlpineNibley Elementary CacheOrchard Elementary DavisEvergreen Junior High School GraniteCedar High School IronBluffdale Elementary JordanOquirrh Elementary JordanSouth Hills Middle School JordanCanyon Elementary NeboWestside Elementary NeboSpanish Fork Junior High NeboSpanish Fork High School Nebo
A total of ten schools provided partial or completeresponses through survey e-mail or phone requests.  The surveyasked district schools to respond to six questions that tried toassess the impact of students transferring to charter schools. Information obtained from the school responses may be foundbelow. 
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• For the 2005-06 school year, was there a noticeable decline inthe number of students enrolled in your school due to studentstransferring to a charter school?  Responses ranged from no student transfers to around 150students transferring.  Three schools reported ‘very few’ or a‘small decline.’  Five schools reported transfers of more than20 students.   • Did students transfer as a general block (over the course of acouple of weeks regardless of grade) or over the course of theschool year?  Seven schools responded to this question.  All reported thatstudents left in a block (defined as within a couple of weeks). Two of these schools noticed that some students transferredover the course of the year - primarily in three blocks:  (1)before school began; (2) mid-September;  and (3) at the end ofthe charter school’s first semester (returning to the districtschool). • If students transferred in a general block - what time of yeardid this occur?  Before October 1?Most students transferred at the beginning of the school year ora couple of weeks after school began.  Many schools reportedthat students were ‘no-shows.’  These students registered theprior year but did not enroll in the district school.Several schools mentioned that transfers coincided with the endof the 1  quarter in the district school or charter school.     st
• If students transferred as a general block - what generalimpacts did this have on the school? Some schools reported that there was no noticeable impact onthe school due to students transferring to charter schools. However, the majority reported some impacts - particularly infaculty allocations to schools and class sizes.    A few schools reported that parents will ‘dual enroll’ theirstudent (enroll in district school until charter school opens). This makes it difficult for the district to allocate staff.  
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Conclusion

Counselor time was impacted in secondary schools.  Students registered for classes but did not show up on the first day.  Thisrequired counselors to re-work class schedules, track studentsthat did not enroll, and work out credit reporting problems forstudents returning mid-year to a district school.  • Did any students re-enroll in the school after attending acharter school for a period of time, but before the end of theschool year?  If so, approximately how many studentsreturned?   Seven schools reported that some students returned to thedistrict school.  Two schools did not have any students return. Returning student numbers range from 4 (or fewer) to morethan 75.  Most reported that 4 or 5 students returned.  A couple of schools reported impacts associated with re-enrolling students that transfer back.  Primarily these issuesrevolve around the quality of records kept on credits earned bycharter schools.  Some returning students lost credit due toinsufficient verification of credits earned.   In one instance, a school reported that the district estimatesindicated the school would lose 100 students and cut teacherallocations to the school.  When charter school studentstransferred back to the district school, after October 1, theschool did not have enough teachers and its budget allocationdid not provide for the returning students.  Responses to the survey questions above, confirm that the totalnumber of students transferring between school districts andcharter schools in Utah is largely unknown.  Each local school isresponsible for maintaining these records.  Schools participating ina survey provided a snapshot assessment of the number of studenttransfers between charter schools and district schools.  Theseschools also used their experiences to demonstrate potentialimpacts on district schools when students transfer to charterschools.  Reported impacts ranged from ‘no noticeable impact’ tomore noticeable effects that resulted in the re-allocation of teachingstaff, increased workloads for faculty, and larger class sizes.       
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1. Utah Code Section 53A-11-504.  2. Utah Code Section 53A-17a-106.3. Ibid.4. Utah Code Section 53A-17a-139.

Chapter 5 Endnotes 
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 CHAPTER SIXCHARTER SCHOOL ASSETS AND LIABILITIES
Summary Charter schools are a relatively new construct with developinglaw. The status of the relationship between charter schools andtheir chartering entities directly affects respective liabilities:• Some states allow charter schools to be established as highlyindependent legal and fiscal entities. • Some states allow charter schools to be constituted as anextension, subdivision, or arm of their chartering entity.• Many state charter school enabling statutes have focused moreon creating operational independence for charter schools thanthey have on clarifying the legal status of the parties to thecharter.The broad legal question that concerns the state and schooldistricts is to what extent are chartering entities responsible for acharter school's facilities and operations? Liability is a broad legalterm that includes all the debts, legal obligations, claims,responsibilities, statutory violations, and duties relating to thefacilities and operations of a charter school.There are several legal theories or tools that may protect thestate or another chartering entity from vicarious liability for thefacilities or operations of a charter school:• designating the school as a local education agency (LEA).• requiring organization as a nonprofit corporation.• providing powers to a charter school that demonstrate its legalindependence.• providing statutory clauses to shield or limit liability.• prohibiting the charter school from extending the faith andcredit of the chartering entity to any third party.• requiring charter schools to obtain insurance.
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BackgroundInformation

Charter SchoolLegal Status

• preserving governmental immunity for charter schools.• using memoranda of understanding.•  require indemnification.Because of the ambiguities surrounding the liability ofchartering entities, there are several areas where Utah's publicpolicy and statutory law should be clarified in legislation.Part of the challenge of creating school facilities for charterschools is to generally conform to land use and zoningrequirements, building codes, and health and safety requirements,whether they construct new buildings or make renovations toexisting structures.Utah's charter school statutes do not currently specify theprocedures for closing the school, whether the closure of thecharter school is voluntary or because of a charter revocation.    Clear termination procedures should be established before a charterschool, its chartering entity, and the school's creditors are activelyinvolved in a controversy.______________________________________________________Charter school developers, operators, and chartering entitiesencounter challenging legal issues in starting and running theirschools. This chapter discusses several policy and legal areasrelating to charter schools, chartering entities, and the state,including how the relationships of these parties are defined andrelated facility, operational, and liability issues.Within the State System of Public Education, charter schoolsare a relatively new construct with developing law. The passage, in1998, of the initial charter school enabling legislation  established1the foundation and framework of charter school statutory law inUtah. Beginning in 2000, twenty-one bills  have substantively2affected charter schools, not including other bills that have createdprograms for or regulated traditional public schools and charterschools alike.Before analysis of liabilities can be performed, it is firstnecessary to discuss the nature of the relationship between charterschools and their chartering entities.  How charter schools are
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How charter schoolsare legally defineddirectly affects relatedliability issues

There are two basicmodels of charterschool-sponsorrelationships
Some charter schoolsare highlyindependent with alegal status separatefrom that of thechartering entity

Other charter schools have little or no legaland fiscal autonomy 

legally defined directly affects related liability issues.A charter, in the most basic sense of the term, is a grant ofpermission to engage in some sort of activity. As it pertains tocharter schools, a charter is the legal document that authorizes agroup or individual to own and operate a public school. UnderUtah law, a charter serves as a binding written contractualagreement between the chartering entity and the charter schooldevelopers, specifying the terms of their relationship.3
The exact legal status of charter schools depends on thespecific terms of the state laws under which they are established.Nationally, there are two basic models of charter school-sponsorrelationships. Under both models, charter schools are granted muchoperational independence, but the models differ on the degree oflegal separation from the chartering entity.In some states, charter schools are established as highlyindependent legal and fiscal entities with a legal status separatefrom that of the chartering entity. These schools enjoy a widedegree of autonomy, but are responsible to manage their own legaland financial affairs. For these type of charter schools, the issue ishow the independent charter school will handle liability betweenthe school and its chartering entity, especially when the charterschool operates outside the parameters of its chartering entity.In other states with more restrictive legislation, charter schoolsmay have little or no legal and fiscal autonomy. In such states, acharter school is typically constituted as an extension, arm,subdivision, or instrumentality of its chartering entity. Thesecharter schools generally enjoy little operational autonomy, but areresponsible for a much shorter list of issues. The assignment ofliability should not be much of an issue for these type of charterschools because they operate within the legal jurisdiction of thechartering entity.Some states have not clearly indicated which model their statehas adopted.  Many state charter school laws contain conflicting orinconsistent sections and provisions with respect to the two modelsdescribed above.  Also, many charter school enabling statutes havefocused more on creating operational independence for charterschools than they have on clarifying the legal status of the partiesto a charter. Operational independence may seem to provide charter
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Many state charter school enablingstatutes have focusedmore on creatingoperationalindependence forcharter schools thanthey have onclarifying the legalstatus of the parties tothe charter

schools with virtually all the legal powers of an independent entity,but that does not clarify whether or not they are legally formed asseparate entities. In other words, it is often not clear where acharter school's liability ends and the district or state's begins. The Utah Charter Schools Act contains many provisions thatprovide operational independence for all charter schools. Forexample, charter schools in Utah are exempt from many of therequirements applicable to traditional  public schools.   In addition,4the Legislature has outlined the purposes of charter schools in Utahby statute.   Those purposes encourage and direct charter schools to5generally innovate, use different teaching methods, and establishnew models of public schools.  6
The Utah code seems to assume that a charter school should betreated as a legally distinct entity, especially for those schoolschartered by the State Charter School Board. For district charteredschools, however, there are fewer statutory references that clearlyexplain the relationship between the charter school and itssponsoring school district. The determination of whether localcharter schools may be established as legal entities that areindependent of their chartering district seems to be left to the localcharter.For charter schools chartered by the State Charter SchoolBoard, the schools have additional operational and legalindependence from the state because the state doesn't maintainlocal school facilities or operations.  The state may, however, retainliability to the extent that a state chartered school has not clearlyand consistently been created and treated as a separate independentlegal entity. The final analysis of state responsibility for any of itsindependent entities also needs to include political considerationsand moral responsibility. If state chartered schools are closed orbecome insolvent, political pressure will surely be placed on theLegislature to make any aggrieved parties whole.For district chartered schools, liability issues are even morecomplicated. In addition to having the potential liability claims andmoral responsibility like those described in the last paragraph forthe state, a district must clarify if a charter school is legallyindependent or is an extension of the district's operations. Utah'scharter school statutes should probably be clarified to aid thoseschool districts who would like to establish charter schools.  The
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The broad legalquestion posed thatconcerns the state andschool districts is towhat extent arechartering entitiesresponsible for acharter school'sfacilities andoperations?

What ConstitutesLiability?

There are manyexamples of potentialclaims against acharter school

Liability forNoncompliance toLaws andRegulations 

current ambiguities in the law coupled with liability concerns maymake school districts reluctant to approve district charter schools. If there is a legislative desire to see more locally chartered schools,the statutes may need to clearly differentiate the regulation of stateand district chartered schools and allow districts more flexibilityand protection as a chartering entity.Regardless of its cause or source, the many ambiguities incharter statutes often confuse those charged with administering oroverseeing charter schools. There is often a tension between achartering entity's desire to provide its charter schools withoperational independence, but to preserve its oversight authorityfor other purposes. Nevertheless, the broad legal question posedthat concerns the state and school districts is to what extent arechartering entities responsible for a charter school's operations?Liability is a legal conclusion that represents the application ofa very complex set of legal doctrines and is commonly used as abroad legal term. Liability has been defined to include all the debts,legal obligations, claims, responsibilities, and duties of an entity.  7More specifically in the context of chartering entity liability,vicarious liability means the "imposition of liability on one personfor the actionable conduct of another, based solely on a relationshipbetween the two persons."  8
Liability claims can be created through debt, injury, loss, ordamage in any manner connected with a charter school's facilitiesand operations. Legal theories that are used to create liabilityclaims are torts, negligence, breach of contract, and constitutionaland statutory violations, particularly those with civil rightsimplications. Potential examples of claims against a charter schoolcould be bodily injury, personal injury, death, property loss ordamage, child abuse, athletic incidents, vehicular incidents,employment claims, civil rights claims, lease violations, breach ofservice contracts, and debts.Besides the criminal and civil laws applicable to all personsand organizations, a charter school has additional laws to follow asa public educational entity. Many school statutes create or definepotential civil rights claims.  If violated, these laws raise issues of vicarious liability for the state or a school district as a charteringentity. Besides the state laws and rules, charter schools are subjectto federal laws, including the following:
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Charter schools mustcomply withnumerous federallaws 

Violations of federalstatutes may raiseissues of  vicariousliability for thechartering entity

•  Federal statutes prohibiting discrimination (the U.S.Department of Education's Office for Civil Rights monitorscompliance of schools and enforces these), including:! Title VI of the Civil Rights Act of 1964! Title IX of the Education Amendments of 1972! Section 504 of the Rehabilitation Act of 1973! Age Discrimination Act of 1975! Americans with Disabilities Act of 1990• Improving America's Schools Act of 1994 (IASA) (authorizesmost major federal education programs, including the federalcharter schools grants programs).• Individuals with Disabilities Education Act (IDEA) (governsservices to special needs students).• No Child Left Behind Act of 2001 (NCLB) (the newestreauthorization of the Elementary and Secondary EducationAct (ESEA) expands the federal role through its measures thatwere designed to drive broad gains in student achievement andto hold states and schools more accountable for studentprogress, especially for disadvantaged students).• The Family Educational Rights and Privacy Act (FERPA)(protects the privacy of student education records and applies toall schools that receive funds under an applicable program ofthe U.S. Department of Education).•  The Protection of Pupil Rights Amendment (PPRA) (protectsthe rights of parents and students and applies to programs thatreceive funding from the U.S. Department of Education,including making instructional materials available forinspection by parents and requiring written parental consentbefore minor students are required to participate in certainsurveys, analysis, or evaluations).The complexity of complying with all those federal statutes and therisks of liability for violations may make a school district reluctant
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Various legal theoriesand tools may shieldor limit vicariousliability
Designation as anLocal EducationAgency (LEA)

Designation of acharter school as anLEA may limit certainresponsibilities of itschartering entity

to charter schools unless the district is assured that the charterschool will be legally independent and liable for its ownoperations. Whether originating from the operations of a charter school, itsobligations such as leases, or from constitutional or statutory civilrights claims, remedies will be sought against each potential partywith resources. Liability determinations require the application of facts to diverse and complicated laws and judgments are ultimatelyassigned to the legally responsible entity. Therefore, it is difficultto provide concrete conclusions concerning the liability of the stateor school districts for charter schools without the benefit ofspecific facts.An important part of a liability discussion is the various legaltheories and tools that may shield or limit vicarious liability. Whileno single theory or tool may eliminate liability concerns, carefullycrafted laws may provide layers of protections for charteringentities.  The area of federal special education laws provides one modelof local responsibility for compliance. The federal governmentrequires a local education agency to be responsible for providingspecial education services at each public school. In Utah, by StateBoard rule, a local education agency (LEA) means a local board ofeducation, combination of school districts, other legally constitutedlocal school authority having administrative control and directionof free public education within the state.  A charter school is9deemed to be under the control of the local education agency (the chartering district) that authorized the charter, unless thecharter school is legally established as a separate local educationagency.The Utah code doesn't deal with this LEA issue.  By StateBoard rule, however, a "charter school application shall designatethe type of charter granted and the anticipated LEA status of thecharter school."  The charter school application is also required to10include "a description of the methods the applicants shall use tocomply with its obligations as an LEA."  So, if a charter school11satisfies the conditions found in the State Board rules, it willparticipate as a local educational agency and shall be deemed alocal educational agency for the purposes of compliance withfederal special education law and for eligibility for federal and state
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The LEA model maybe extended to otherareas to clarify legalstatus and limitvicarious liability

Charter SchoolOrganization as aNonprofitCorporation

Legal status may beclarified by requiringcharter schools to beorganized asnonprofitcorporations

special education funds.The LEA model may be extended to other areas to clarify charter school legal status, require explicit local responsibility forcharter school operations, and limit vicarious liability. Forexample, most charter school reports are submitted to the StateOffice of Education, not to a chartering district. The Statutes couldbe clarified to indicate ultimate responsibility so that a charteringdistrict would not be left with liability for reporting, but with noway of knowing whether or not reports have been submitted orsubmitted on time.  Independent district chartered schools could beresponsible for their own reports, and an instrumentality charterschool could make responsibility arrangements with the districtthrough its charter or other means discussed in this chapter.Incorporation is another tool that could clarify legal status andprotect a chartering entity. In states where charter schools arehighly independent legal entities, charter schools are often requiredto be constituted as independent corporations.  For example:• In Idaho, "A public charter school shall be organized andmanaged under the Idaho nonprofit corporation act. The boardof directors of a public charter school shall be deemed publicagents authorized by a public school district, the public charterschool commission, or the state board of education to controlthe public charter school, but shall function independently ofany school board of trustees in any school district in which thepublic charter school is located, or independently of the publiccharter school commission except as provided in the charter."12
• In Minnesota, all charter schools must be constituted asindependent non-profit or cooperative corporations.  13

In states where charter schools are not considered to beindependent legal entities, by way of contrast, a chartering entitymay not have the obligation or option of incorporating its charterschools.  For example, in Wisconsin, charter schools must beconstituted as a legal arm of the  school district.14
In Utah, statutes neither require nor prevent a charter schoolfrom organizing as a nonprofit corporation. Prospective charterschools, however, are encouraged or required by chartering entitiesto become a nonprofit corporation during the application and
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Organization as anonprofit corporationdoes not supersede status as a publicschool

Independent LegalStatus ThroughGranted Powers 
Charter schoolpowers may be usedto demonstrate legalindependence andlimit the vicarious

approval process.The Legislature should clarify the incorporation requirementsfor Utah charter schools.  Unless there is a desire to prevent legallyindependent charter schools, there are a couple of policy argumentsthat favor using the nonprofit corporation status to limit liabilityconcerns. Incorporation of a charter school protects its charteringentity because it provides notice to outside parties that the newcharter school has actually been legally created as a separate andindependent entity. Another benefit of a corporate structure is thatit also gives the charter school the powers and authority providedunder the appropriate state corporations statutes, including theprovisions of Utah code,Title 16, Chapter 6a, the Utah RevisedNonprofit Corporation Act.If charter schools are organized as nonprofit corporations, thatstructure does not supersede their status as "public schools withinthe state's public education system"  The Utah code does provide15that an "employee of a charter school is a public employee and thegoverning body is a public employer in the same manner as a localschool board for purposes of tort liability.  The potential issues16arising from the status of a charter school as both a nonprofitcorporation and a public entity can be further clarified in statuteuniversally or for specified purposes by the Legislature.In additional to corporate status, the powers granted to charterschools may be used as evidence to demonstrate legalindependence and thereby limit vicarious liability. If charterschools exercise the significant powers that are generallyassociated with independent legal status, including the ability tosue and be sued, purchase property, employ personnel, andcontract, then those charter schools may be argued to be constitutedas legally independent entities.  Some state charter school provisions are as follows:• Idaho provides that "A public charter school may sue or besued, purchase, receive, hold and convey real and personalproperty for school purposes, and borrow money for suchpurposes, to the same extent and on the same conditions as atraditional public school district, and its employees, directorsand officers shall enjoy the same immunities as employees,directors  and officers of traditional public school districts and
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liability of thechartering entity

Explicit Clauses thatLimit Liability

Statutory clauses thatlimit liability mayshield vicariousliability claimsagainst a charteringentity

other public schools . . ."17
•  North Carolina allows that "The board of directors of a charterschool may sue and be sued."18

In Utah, the State Charter School Board is given the explicitauthority to "contract" and "sue and be sued."  Those powers may19be implied for individual charter schools throughout the Utah code,but they are not expressly granted in the charter school statutes.State and district charter schools are often assumed to be legallyindependent, but if this is Utah's public policy, then it should beclarified and detailed in the charter school statutes.Statutory clauses that limit liability may also shield vicariousliability claims against a chartering entity. Some examples of stateprovisions are: • North Carolina provides that "No civil liability shall attach toany chartering entity, to the State Board of Education, or to anyof their members or employees, individually or collectively, forany acts or omissions of the charter school."20
• Idaho provides that a chartering entity "shall have no liabilityfor the acts, omissions, debts or other obligations of a publiccharter school, except as may be provided in the charter."21
• Some states do not expressly limit the liability of a charteringentity by statute, but require the charter school petition toconsider liability issues:! California requires the charter school petitioners to"provideinformation regarding the proposed operation and potentialeffects of the school, including, . . . the potential civilliability effects, if any, upon the school and upon the schooldistrict."22

! Wisconsin requires the charter school petition to include adescription of the "effect of the establishment of the charterschool on the liability of the school district."23
• Utah does not use a shield approach for the chartering entity,but does declare charter school independence by providing that"The governing body of a charter school and the school are
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Prohibitions onExtending Faith andCredit

Civil Liability andInsurance

Charter schoolinsurancerequirements are aprotection forchartering entitiesand others 

solely liable for any damages resulting from a legal challengeinvolving the operation of the school."24
Another way to limit a chartering entity's exposure to potentialvicarious liability claims is to prohibit the charter school fromextending the faith and credit of the chartering entity to any thirdparty. Statutes or charters could provide that a charter school hasno authority to enter into a contract that would legally bind itschartering entity. A charter school could also be limited in itsauthority to contract by the amount of funds obtained from theschool district, or from other independent sources.Charter school insurance requirements are also used as aprotection for chartering entities. While insurance does not reallylimit liability, if claims arise against a charter school, insurancemay be used to satisfy an aggrieved party. An insurance settlement from a charter school may prevent orlimit potential vicarious liability claims against the charteringentity or against school employees or individual charter schoolboard members. Insurance may also preserve the financial viabilityof a legally independent charter school with a claim against itsfacilities or operations.A brief description of state requirements for charter schools toobtain insurance follows:• North Carolina requires that the "State Board of Educationshall adopt rules to establish reasonable amounts and types ofliability insurance that the board of directors shall be requiredby the charter to obtain."  Compliance with those rules is25required to be included in the charter.• Idaho requires a public charter school to "secure insurance forliability and property loss."26

• Wisconsin requires the charter school petition to include a"description of the school facilities and the types and limits ofthe liability insurance that the school will carry."27
• Utah requires a charter to include "how the school will provideadequate liability and other appropriate insurance for theschool, its governing body, and its employees."  It also28
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Liability andGovernmentalImmunity

Memoranda ofUnderstanding(MOU)

Indemnification

provides that "A charter school . . . may participate in the RiskManagement Fund upon the approval of the state risk managerand the governing body of the charter school."29
Charter schools established pursuant to Utah's charter schoollaw are public entities and, thus, they are entitled to immunity fromliability for claims that would be barred under the GovernmentalImmunity Act of Utah, absent the applicability of one of itsexceptions.  Chartering entities need to ensure that chartering30documents, other agreements, and the actions of governmentalactors do not result in an unintentional waiver of governmentalimmunity protections.In many states and localities, charter schools enter into separateagreements from their charter to clarify relationships,responsibilities, and liabilities of the charter school and itschartering entity. These side agreements are sometimes referred toas memoranda of understanding (MOU). Also, in states wherecharter schools are constituted to be an extension of the charteringdistrict, charters schools often do not enter into any formalincorporation or establishment process, but rely more on the lessformal memorandum of understanding with the chartering entity.MOUs may be one of the best ways to clarify charter schoolstatus and fix ambiguities in statutes, thereby limiting charteringentity liabilities. Some advantages of MOUs are the flexibility theyprovide the parties.  MOUs allow the parties to act quickly or tocustomize remedies to their individual circumstances.  A MOUalso alleviates the need for either a charter modification orstatutory amendment by legislation. A statute or charter could require indemnification through ahold harmless agreement between a charter school and itschartering entity. The goal of indemnification is to make a partywho has or would suffer a loss whole by payment, replacement, orrepair. Such an agreement could provide that to the extent notcovered by insurance or otherwise barred by governmentalimmunity, the charter school agrees to indemnify and hold itschartering entity harmless from all liability, claims, demands, anddebts.The value of an indemnification agreement would be limited bythe financial resources of the charter school. Expanded alternatives
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Prevention andTraining

Conclusion

besides individual indemnification agreements could be explored,including the creation of a reserve fund or other poolingarrangements.  Regardless of the vehicle used, the arrangementshould include a provision that any indemnification provision maynot be considered a relinquishment or waiver of any kind ofapplicable limitations of liability, including those provided bygovernmental immunity.The theories and tools described above are important liabilityprotections, but policymakers should also consider the importanceof the need for charter schools to manage risk and limit potentialliability claims against themselves and their chartering entities. Training and resource materials from the State Charter SchoolBoard, its staff, and other experts relating to these complicatedissued can be invaluable to charter schools and their charteringentities.This discussion of charter schools' legal status, relationships,and liability issues may have raised more questions than itresolved. General liability conclusions are difficult to providebecause most of the legal analysis with these issues depends on theapplication of complex legal doctrines to specific facts. Charterschool law in general and relating to liabilities is also stilldeveloping. A number of legal theories or tools have beendescribed that may be used to protect chartering entities fromliability for charter schools. Additionally, because of  the legalambiguities surrounding the liability of charter schools and theirchartering entities, this chapter has also indicated several areaswhere Utah's public policy and statutory law should be clarified inlegislation._____________________________________________________Finding a suitable facility is one of the most difficult tasksfaced by a charter school's founders. To create classrooms andother school facilities, charter schools have to generally conform tozoning requirements, building codes, and health and safetyrequirements, whether they construct a new building or makerenovations to an existing structure.Around the nation, statutes uniformly require charter schools toconform to the same health and safety standards as traditionalpublic schools.  Federal law also requires compliance by defining31
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Health and SafetyRequirements andBuilding Codes

Nationally, charterschools conform tothe same health andsafety standards astraditional publicschools

Building Codes andLand Use OrdinanceConformity

a charter school as one that adheres to "all applicable Federal, Stateand local health and safety requirements."  32
While the basic rules of having charter schools comply withhealth and safety requirements are mostly similar, severalvariations of the requirements exist among statutes:• By statute, Utah somewhat ambiguously requires that a "charterschool shall meet all applicable federal, state, and local health,safety, and civil rights requirements."  33

• North Carolina matches charter school requirements to those oftraditional public schools by requiring that a "charter schoolshall meet the same health and safety requirements required ofa local school administrative unit."   34
• Wisconsin allows more flexibility in this area by requiring thecharter school's petition to include the "procedures that theschool will follow to ensure the health and safety of thepupils."35

The facilities in which a charter school provides its educationalservices must meet minimum requirements as established in thecharter school law.  In Utah, the statute only provides the briefrequirement that a "charter school shall meet all applicable federal,state, and local health, safety, and civil rights requirements."  The36regulation of the design, construction, operation, sanitation, andsafety of public schools is found in Utah administrative rules.37
One recently debated issue has been to what extent schooldistricts and charter schools are required to conform tomunicipality and county land use ordinances when siting,installing, constructing, operating, or otherwise using a schoolfacility.  The general rule is that charter schools, like school38districts and other political subdivisions of the state, shall conformto applicable land use ordinances.  However, school districts and39charter schools enjoy numerous exemptions and limitations on theauthority of the municipality or county, including protections fromunauthorized fees, special inspection provisions, and considerationas a permitted use.40
This is an evolving area of charter school statutory law in Utahthat has been recently modified in both the 2005 and 2006 General
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Charter School Assets andLiabilities if aCharter School isTerminated

Sessions of the Legislature.  41
The state superintendent of public instruction does have a rolein school facility issues and is statutorily given certain enforcementauthority.  Accordingly, a charter school sends the State Office of42Education a certificate of inspection verification and a request forthe issuance of a certificate authorizing permanent occupancy of anew school building.43______________________________________________________Utah's charter school statutes do not currently specify theprocedures for closing a charter school, whether the closure of thecharter school is voluntary or because of a charter revocation.  Although charter school closures are unusual, a common cause ofclosures nationally is financial insolvency of the charter school.Without governing law, the chartering entity and the school'screditors may both claim ownership of the school's assets, whichmay just amount to school furniture, books, and computers. If thelaw doesn't protect the chartering entity, whether it is a schooldistrict or the state, creditors will use available remedies to collectoutstanding debts from the chartering entity. Terminationprocedures and protections should be established before a charterschool, its chartering entity, and the school's creditors are activelyinvolved in a controversy.One approach is for the charter school and its chartering entityto establish the procedures for closing the school in each charter. For example, California requires the petition to establish a  charterschool to contain:"A description of the procedures to be used if the charter schoolcloses. The procedures shall ensure a final audit of the schoolto determine the disposition of all assets and liabilities of thecharter school, including plans for disposing of any net assetsand for the maintenance and transfer of pupil records."44
Another approach is to create a default position that statutorilyestablishes the reversion of property to the chartering entity or thatprevents the chartering entity from assuming the debts of a charterschool unless the parties agree otherwise. Idaho, which asdiscussed above requires its charter schools to be organized andmanaged under the Idaho nonprofit corporation act, provides:"The authorized chartering entity that approves a public schoolcharter shall have no liability for the acts, omissions, debts or
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There are manypossible options for charter schoolterminationprocedures

other obligations of a public charter school, except as may beprovided in the charter. A local public school district shall haveno liability for the acts, omissions, debts or other obligations ofa public charter school located in its district that has beenapproved by an authorized chartering entity other than theboard of trustees of the local school district."45
Possible options for the establishment of charter school terminationprocedures include:• Each charter establishing the procedures for closing the school. • State Board rules specifying the elements of closure plans thatapply to all charter schools.• Legislation establishing the roles of all parties after closure andclarifying liability issues.       Charter school termination provisions could require or provide:• Notice before a charter school may be closed, both for therevocation of a charter and voluntary closures.• Planning and communication between the parties as closurebecomes a reality.• Procedures for the closure of the charter school and dissolutionof the nonprofit corporation.• Performing a closeout audit and inventory of property andrecords.• Asset and liability distribution plans for money, real property,and personal property.• A limitation on the liability of the chartering entity whileconducting the charter school closure.• That all assets not requiring return or transfer to donors orgrantors or required for discharge of existing liabilities andoperations of charter school are required to be returned to thechartering entity.
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Chapter Conclusion 

• Unless a donor or grantor specifically provides otherwise inwriting, all gifts, donations and grants shall be assumed to bemade to the charter school and shall be included among theassets returned to the chartering entity.• Provide reserve funds for post-closure activities.• Require charter schools to purchase a performance bond tocover closure._____________________________________________________This chapter has described a number of legal issues that coverthe life of a charter school from its establishment, operation, andpotential termination. Chartering entities, charter schools, localschool boards, the State School Board, the State Charter SchoolBoard, and the Legislature may each work to better define charterschool policy within the State System of Public Education.  These and other interested parties should examine the charterschool legal status, liability, facility, and potential terminationissues in greater detail and propose clarifications to the existingframework of charter school law. Carefully crafted rules, statutes,and charter documents may prevent parties from needing to waituntil a court rules on a specific case to interpret ambiguouslanguage or settle conflicts among different provisions.
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CHAPTER SEVENSCHOOL BUILDING COMPARISON
Summary

Comparison of Two SchoolBuildings

This chapter (1) compares a recently constructed charter schooland traditional public school and (2) raises some issues theLegislature may wish to consider regarding charter school andtraditional public school buildings.The main research findings are as follows:• Charter school and traditional public school buildings mayhave different costs, depending on land, material, and laborcosts.• The charter school examined in this section had loweroverall facility costs than the traditional public schoolexamined, mainly due to smaller square footage andacreage per student and a heating and cooling system withlower initial cost.• In the early years of operation, ongoing utility costs for theexamined schools are similar.
Table 6.1 below compares two public school buildingslocated in Layton – North Davis Preparatory Academy (charterschool) and Sand Springs Elementary School (Davis SchoolDistrict).  Other examples of both charter schools and traditionalpublic schools that cost more and cost less likely exist.  These twoschools were selected for comparison because they serve the samegrade levels, were both recently built, and are located relativelyclose to each other.  Although the information below does notinclude an exhaustive building cost comparison of all charter andtraditional public school buildings in the state, this comparison willhighlight some issues that the Legislature may wish to consider inevaluating school facilities.
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Comparison Table Table 7.1Feature North Davis Sand SpringsLocation Layton LaytonYear built 2003 2004Grades served K-6 K-6Ownership Private - Leased to school Davis School DistrictSite size 2.44 acres 13.02 acresTotal building squarefeet 31,900 73,255
Student capacity 500 900Number of classrooms 17 32Classroom square feet 12,500 28,800Estimated building lifespan 30-40 years 75 years
Building material type Masonry & steel Masonry & concreteCommunity use Case-by-case evaluation YesCooling system type Central air Ground source heatexchangeHeating type Forced air Ground source heatexchangeEstimated cooling/heating system life span 20 years 35 years
Initial cost - landacquisition $0.3M $1.2M
Initial cost - sitepreparation and buildingconstruction (other thancooling/heating)

$3.5M $5.8M
Initial cost - cooling &heating system $0.2M $1.2M
Initial cost - other(includes furnishings) $0.4M $1.0M
Annual ongoing cost -utilities (gas andelectricity)

$25,000 $60,000
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Comparison Table(continued) Calculations from data:
Feature North Davis Sand SpringsTotal initial cost $4.4M $9.2MTotal initial cost perstudent capacity $8,800 $10,250

Land acquisition costper student capacity $610 $1,360
Initial building and sitepreparation cost perstudent capacity

$7,000 $6,410
Initial cooling & heatingsystem cost per studentcapacity

$450 $1,380
Initial other cost perstudent capacity $740 $1,100
Annual utility cost perstudent capacity $50 $68
Total square feet perstudent capacity 64 81
Classroom square feetper student capacity 25 32
Total acreage perstudent capacity 0.0049 0.0145
Land acquisition costper acre $125,000 $94,000
Initial buildingconstruction and sitepreparation cost persquare foot

$110 $79
Initial cooling & heatingsystem cost per squarefoot

$7 $17
Annual utility cost persquare foot $0.78 $0.83
Note: Some numbers rounded for presentation purposesData source: Academica West (North Davis Preparatory Academy) and Davis SchoolDistrict (Sand Springs Elementary School)
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Types of Costs
Land Acquisition

North Davis Preparatory Academy (North Davis) 

Sand Springs Elementary School (Sand Springs)

This section summarizes building costs in the followingfour categories: (1) land acquisition, (2) building construction andsite preparation, (3) cooling and heating systems, and (4) otherinitial costs, such as furnishings.When examining land acquisition costs, it is worth notingthat school districts and charter schools can directly control somefactors but not may not be able to control others.  In some cases,school officials may have substantial discretion as to lot size and
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Building Constructionand Site Preparation

Cooling and HeatingSystem Costs

location.  In other cases, zoning, available land, land price, otherfactors may limit a school's lot purchase options.  For example, aschool seeking land in downtown Salt Lake City will likely face afar different scenario than a school seeking land in rural Utah.  Aschool that receives donated land would be hard to compare to aschool that must pay full market price.  When deciding on lot sizeand location, decision-makers may consider issues such asproximity to the student population, proximity to potential dangers,school building footprint size, playground space desired, generalcommunity use of school property, and community open space,among other issues.In the case of North Davis and Sand Springs, North Davishad a substantially smaller lot and lower land acquisition costs perstudent, although North Davis paid more per acre.  Sand Springshas about three times the amount of land per student as NorthDavis. Actual building construction costs generally constitute thelargest initial cost.  School building construction costs will varybased on building size, building material type, building materialquality, anticipated building life span, availability of buildingmaterials, the construction labor market, and building layout anddesign, among other factors.  In addition, different parcels of landwill need different levels of preparation for construction.  Forexample, a building constructed of materials expected to last for 30years will likely cost less than materials expected to last for 75years.  A multi-building campus design with smaller buildings andoutdoor hallways will likely cost less than a building with allindoor hallways.North Davis had higher per-student and per-square-footbuilding construction costs, with less classroom square feet andtotal square feet per student.  North Davis has an estimated life of30-40 years, whereas Sand Springs has an estimated life of 75years. Cooling and heating systems constitute an importantcomponent of ongoing facility costs.  Initial and ongoing costs maydiffer based on system types and components, brands, quality,useful life, and installation and maintenance labor costs, as well asother factors.  Some systems may cost more initially but lessannually due to more frequent replacement or repairs.  Different
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Other Initial Costs

Table Summary

Per-student costs

Per-square foot andper-acre costs

systems may be appropriate for different sizes and types ofbuildings.  Some systems may be more adaptable for individualrooms. Sand Springs utilizes a ground source heat exchangesystem, which results in significantly larger up-front costs, with anestimated life of about 35 years.  North Davis utilizes a central airand forced heated air system, with lower initial costs and anestimated life of about 20 years.Ongoing utility costs are similar on a per-square-foot basis,with North Davis slightly lower.  It is unknown if this is due todifferent design elements, usage patterns, or some other factor.  Ona per-student basis, North Davis enjoys lower annual utility costs,likely due to the issues mentioned above and to less square footageper student to light, heat and cool.  
Other initial costs are mainly composed of furnishings,such as desks, chairs, tables, shelving, as well as computers,copiers, library materials, and so forth.  North Davis had lowerinitial other costs.
Sand Springs has a larger student capacity (900 to 500),acreage (13.02 to 2.44), and square footage (73,255 to 31,900) thanNorth Davis.  To better compare the two schools, Table 6.1provides per-student-capacity, per-square-foot, and per-acrefigures.North Davis had total initial costs of about $8,800 perstudent, compared to about $10,250 for Sand Springs.  SandSprings had lower building construction and site preparation costs($6,410 to $7,000) which were offset by higher costs for:• land acquisition ($1,360 to $610),• cooling and heating system costs ($1,380 to $450), and• other costs, such as furnishings ($1,100 to $740).On a square footage basis, North Davis had higher initialbuilding construction costs ($110 v. $79), lower cost on initialheating and cooling systems ($7 v. $17), and roughly equivalentannual ongoing heating and cooling costs ($0.78 to $0.83)compared to Sand Springs.  Land acquisition costs were about



7-7

Potential Issuesfor Consideration
Building Life Span

Cooling and HeatingSystems

School Size

Building Design

$125,000 per acre for North Davis and $94,000 per acre for SandSprings.  Both schools had a nearly identical percentage of totalsquare footage for classroom space.
Two major charter school building issues – funding andownership – are addressed elsewhere in this report. The followinglist includes other charter school and traditional public schoolbuilding issues that the Legislature may wish to consider:• To what extent does shortening or lengthening the useful life of aschool building affect initial and long-term costs?• How does a building's life span correspond with anticipatedincreases and decreases in the student population?  Will a 75-year building be at capacity in 50 years as the neighborhoodpopulation ages?• How does a change in future usage affect long-term per-studentcost estimates?• Can a reliable time value of money analysis be performedcomparing higher present initial costs to the present value offuture long-term savings?• To what extent does shortening or lengthening the useful life of acooling and heating system affect initial and long-term costs?• To what extent do technological advances allow greater energyefficiency?  How quickly and easily can these advances beincorporated into cooling and heating systems?• How do different systems compare for efficiency in differentsizes and types of buildings?• How flexible are systems for adjusting temperatures in differentrooms?• What is an appropriate school size?  How many students shouldbe located on a school site?• What is the impact of school size on student learning?• What are the cost or savings associated with increasing ordecreasing school size?  What are the economies of scale for alarger school size?• What is the impact of smaller or larger lot sizes and playgroundareas? • What impact do different elements of school design have onstudent learning?  Are different designs appropriate for different
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Community Use

Information Sharing

teaching and learning approaches?• What are the initial and long-term costs of different designelements?• What designs are currently used throughout the state?  Do moreefficient designs exist?• How do design elements vary based on curriculum, climate, orlocation?  Are design elements adaptable?  • To what extent are school buildings currently used for generalcommunity use (for example, elections, little league games,community theater and music events)?• To what extent should community use of school buildings beencouraged or discouraged?• To what extent should coordination and partnerships betweenschools and local governments or other community groups occur(for example, library owned by local government but on schoolsite or adjacent site)?• How should community use be measured and allocated inanalyzing school facility costs?• Can school district prototype plans be made more readilyavailable statewide for traditional public schools and charterschools?• Can school districts more effectively share their substantialschool building expertise with charter schools?• Can charter schools easily share innovative building designpractices with school districts?
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CHAPTER EIGHTTECHNICAL ASSISTANCE TO AND OVERSIGHT OF CHARTER SCHOOLS
Summary

Charter SchoolBusiness-relatedResponsibilities
Finance andAccounting

Physical Plant

The administrative help available to traditional schools throughschool districts is not typically available to charter schools. Charterschools receive some business and technology services through theUtah State Office of Education (USOE), but more services areneeded. To provide sufficient support for charter schools and tohelp ensure charter schools' financial viability, the State Board ofEducation requests the following:• three additional FTEs for the USOE charter school staff,including an auditor, an accountant, and a computer specialist;• the establishment of a charter school service center similar tothe regional service centers that serve rural school districts; and• funds to aid charter schools when creating schools, includingfunds for:- legal advice for lease, construction and other contracts;- accounting and setup costs; and- community outreach programs.The viability and success of a charter school will ultimatelydepend on its ability to attract and retain students and to provideday-to-day operations that ensure quality of services.  Thefollowing is a list of business-related responsibilities that a charterschool must handle:• Create and manage a budget with direction from the principaland board• Create detailed reports on school’s financial status• Manage payroll and benefits; understand federal and stateemployment law• Manage contracts• Understand state and federal education funding and accounting• Manage accounts receivable and payable• Ensure appropriate separation of accounting duties to avoid thepotential of theft or fraud in the management of charter schoolassets or funds• Interface with building owners/managers
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Data Management

Compliance
USOE Services toCharter Schools

Charter schools havemore than doubledthe number of USOEclients using thestate's student andfinancial informationsystems

• Oversee maintenance and janitorial services• Ensure building code, fire code and health code compliance• Implement computer technology maintenance and support• Manage purchasing and inventory according to governmentregulations• Understand and manage risk and liability issues• Oversee maintenance of website• Oversee records management and reporting including studentrecords, staff credentials, assessment scores, etc.• Oversee attendance reporting process• Manage technology in the building including maintenance,repair, upgrades and professional development• Understand and comply with all state, federal, and local laws,rules and regulations that apply to charter schoolsThe administrative help available to traditional schools throughdistricts is not typically available to charter schools.  Charters oftenturn directly to the Utah State Office of Education (USOE) foroperational, personnel, and even instructional help and advice. Questions directly from charter schools to the USOE technologystaff are frequent and workload has doubled as a result.  The USOEis primarily organized and staffed around providing services todistricts or consortia rather than individual schools.  Clearly theUSOE may be limited in available staff to provide as much help ascharter schools may need in managing their daily business.USOE provides financial training to charter schools in the formof a biannual one day conference. Instruction is divided up intobeginning or introductory sessions; updates on changes to laws,funding, and other issues; and open sessions that address specificquestions and needs.Currently, USOE provides charter schools, free of charge,computerized student and financial information systems.  Thesetwo systems help charters and school districts comply with moststate and federal reporting requirements.  Charter schools havemore than doubled the number of clients now using the state’sstudent and financial information systems. The Computer ServicesDivision is experiencing difficulties in maintaining and upgradingthe systems.  Installation and training are also suffering from theincreased workload.  When charter schools or districts choose to
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AdditionalResources Needed toServe CharterSchoolsThree additionalFTEs

Establish a charterschool service centersimilar to regionalservice centers thatserve rural schooldistricts

use systems other than those supplied by the state, interface andcompatibility problems need to be worked out.  Service levels havebeen severely strained with the addition of so many charterschools.Current USOE staffing levels are insufficient to repeat trainingor to provide much individual school assistance during theremainder of the year. The State Board of Education is asking forthree additional FTEs to help meet charter school needs as follows:• one full-time auditor to conduct financial, statistical,compliance, and performance audits;• one full-time accountant to aid and train charter schools inbudgets, financial statements, purchasing, and payroll, etc.; and• one full-time computer specialist to service student andfinancial information systems for charter schools.   High turnover of charter school technicians, untrainedmanagers and accountants (in governmental fund accounting), anda lack of USOE staff are deterrents to successful operations ofcharter schools. Training and support are two critical factors inensuring that charter school managers have the necessary skills andknowledge to operate a school.USOE believes that to be technically viable a charter schoolmust hire a skilled business manager who has experience withgovernmental fund accounting, contract with a reputablemanagement company, or be serviced by a centralized entity toperform the aforementioned duties and responsibilities.  Further, toservice charter schools for technology, skilled technicians or acentralized entity should be employed to serve a consortia ofcharter schools.The State Board of Education is also requesting funding fromthe Legislature to establish a charter school service center. Thisrequest is for funding to pay for the base operating costs of aservice center for charter schools similar to the four regionalservice centers that now serve many rural school districts.  Statefunding would cover the cost of a director, clerical support, oneadditional position and a facility lease.  The service center willprovide additional services as charter schools express an interestand a willingness to pay for them, and would alleviate many of thebusiness and technology challenges now facing charter schools.
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Technical AssistanceNeeded to Complywith SpecialEducation andOther Laws

Monitoring andIntervention Actionsto Ensure CharterSchools' FinancialViability

In addition to the business and technology assistance needed bycharter schools, there is a great need and demand for technicalassistance related to Special Education, Title I, and Section 504 ofthe Rehabilitation Act, as well as the Americans with DisabilitiesAct (ADA) and the Individuals with Disabilities Education Act(IDEA).  Laws related to individualized education and placementare exact, highly prescriptive, and continually evolving.  Thisrequires ongoing expertise in order to meet the demands of federallaws and regulations.As with fiscal matters, compliance for serving students withdisabilities and for students served by Title I is complicated andfull of regulations.  Regular program audits are required of bothprograms.  A state expert in these areas, serving charter schools,would ensure good practice and advance student achievement.To ensure the financial viability of charter schools, the entitywho authorized the charter school should:• Examine key financial indicators of fiscal soundness on aregular basis• Provide training and ongoing professional development forcharter school business managers• Initiate financial and/or personnel consequences when charterschools’ boards/staff do not comply with State Board ofEducation rules or when they violate state law- Consequences might include the withholding of state funds,as is done with districts, with money returned uponcompliance• Ensure a clean and clear audit trail in all accounting andpurchasing practices.To help ensure the financial viability of charter schools, theState Board of Education requests to enlarge USOE charter schoolstaff by three FTE as described above. The State Board ofEducation also requests funds to aid charter schools when creatingschools, including funding for legal advice for lease, constructionand other contracts, accounting and other setup costs, and community outreach programs. Such help would give charterschools a strong start. 


